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DIGEST OF TESTIMONY 


OCTOBER 29, 1957 


Senator Kefauver made an opening statement, announcing the sub- 
committee will hear three witnesses discuss new technology in the steel 
industry. 

“As it is understood that none of these new methods of production, to 
be described before the subcommittee, were invented or originally de- 
veloped by American enterprise, they pose a disturbing problem to the 
American public. According to information which the subcommittee has 
received through the State Department, a number of foreign countries, 
including Russia, appear to be ahead in the development of these and 
related techniques * * *.” 

Will hear one witness on “costs, prices, and profits in the steel indus- 
try, and * * * their relationship to the efficiency of our largest firms.” 

Telegram from members of the Johnstown plant grievance commit- 
tee commenting on testimony given by Mr. Homer, president of Bethle- 
lem Steel. 

Reports previously referred to from State Department on new tech- 
nologies in other countries were put in the record. 


Statement of Rufus Easton, manager, continuous casting section, Freyn 
department, Engineering and Construction Division, Koppers Co., 
Pittsburgh, Pa. 

Introductory statement. 

Two-page layout on Koppers’ continuous casting process. 

There are no machines in this country which are competitive with the 
machine shown in the layout. However, “There are companies in Eu- 
rope supplying similar machines.” There are other processes slightly 
different in development in the United States. Similar processes are 
available in manufacturing industries in the nonferrous field. 

The Koppers process “is in that fringe area when further development 
is required to bring it to commercial use in the large-tonnage field, but 
we feel that it is ready for commercial use in some selected products, 
such as small billets,” 

Described steps in conventional steel manufacturing. 

Picture showing steps in steel manufacture. 

Continuous casting produces material for finishing mills, eliminating 
four operations. 

Series of diagrams and charts on Koppers process. 

“The second advantage is elimination of many items of plant building 
and equipment and considerable plant area * * *.” Personnel required 
in these areas would also be eliminated. 

Would not only save time but will also increase the yield from the iron 
ore. 

Gave some of the background and history of the process. 

In Russia, ‘they have paid considerable attention to it in the past 
few years.” 

Mr. Dixon gave the committee the locations of continuous rolling mills 
in Russia and Germany. There are no Koppers continuous casting 
machines in operation in the United States at this time. There is one 
in Canada. 

There is one such machine operative here, but it operates under a 
different process. 
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DIGEST OF TESTIMONY 


It would not be economically feasible to replace existing facilities 
with this process, but would be installed in new construction or when old 
facilities wear out. 

Mr. Easton has been told that Russia expects to continuously cast 20 
percent of their total production by 1960. 

It has been “only within the past few years that materials and tech- 
niques have been developed which make the process applicable to the 
steel.” The large quantities of steel that must be handled have also 
held up development of the process. 

Some of the larger steel companies have exhibited interest in this 
process. 

“Assuming acceptable technological performance,” this process would 
lower capital costs. 

The Koppers process would enable companies to work small, isolated 
ore deposits, especially when combined with a planetary mill. 

Mr. Easton elaborated on some of “the advantages of continuous 
casting, assuming acceptable technological performance.” 

One of the virtues of continuous casting plus other processes is that 
it is not so dependent upon foreign ore, and would not be so vulnerable 
in the event of foreign supplies being cut off. 


OcroBeR 30; 1957 


Statement of Fred V. Gardner, F. V. Gardner & Associates, management 
consultants, Milwaukee, Wis. 


Introductory statement. Specializes “in the problems of break-even 
points.” 

“In a layman’s term, the break-even point is a point where profits 
turn to losses or losses turn to profits * * *.” 

Table, Cost of Operating Automobile By Months, used in explanation 
of break-even point. 

Interpreted United States Steel’s break-even point. 

Table and two charts on United States Steel’s break-even point. 

They have “a break-even point of $1,860 million a year, which is 
roughly 44 percent of their going sales volume.” 

Chart used in presentation on United States Steel. 

Table, Comparison of Results, 1956; 6 months, 1957—F. V. Gardner 
Break-even Plan Versus Actual. 

He found, after looking over United States Steel’s third quarter re- 
port and correlating it to his estimates, “that the increase to the sales 
price was more than the increase to the costs.” 

“* * * they have been able to adjust their selling price to meet the 
variable conditions of their cost structure, or they have been able to 
offset cost increases by efficiencies.” 

His tests indicate “their break-even point is about 87.5 percent of 
going sales, which is about 32 percent of capacity.” He tends to be 
conservative in his tests because he uses them for investments, and he is 
an investor in United States Steel. 

The recent price increase lowered their break-even point from 44.8 
to 38.6. 

Chart, Comparison of Profits and Break-even Factors—United States 
Steel versus Others. 

Table, Analysis of Break-even Point, United States Steel, Versus 
Steel Industry—Steel Industry Versus United States Industry. 

In his opinion, “there is a point where break-even points can be too 
low, just as well as there are points where they can be too high.” 
Commenting on the stated need for large earnings for plant improve- 
ment and reproduction, he said: 

“So I wonder if we are not approaching this problem somewhut from 
the wrong angle. Maybe it is the depreciation rates that shauld be in- 
creased and that should be the problem that the steel companies and 
others should be working on, rather than the methods that they use 
here in order to increase their profit rates, because I am afraid the 
profits will be usurped because they are so great and so high and such 
a big percentage and they will not be left there for the purpose they 
say they are intended for.” 
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DIGEST OF TESTIMONY D 


Drew a parallel between United Air Lines, a regulated company, and 
United States Steel, an unregulated company. 

Chart, United Air Lines Break-Even Point. 

United’s break-even point is too high—should receive a fare increase. 

He is not saying it is wrong, but “the labor factor is the factor that 
produces the real change in the break-even point as far as inflation is 
concerned.” 

His experience shows that, generally speaking, “a break-even point 
between 50 and 65 percent of going sales” is a sound rate. 

Table, Statistical Comparison, United States Steel and United States 
Industry. 

Discussion on fast tax writeoffs. 

All of the companies he has worked with in past 10 years have ideas 
for expansion that are “far beyond their means.” 

Steel companies could have increased their prices less and still have 
had an adequate break-even point. 


Statement of T. Sendzimir, president, T. Sendzimir, Inc., Waterbury, 
Conn. 

Introductory statement. Is responsible for several developments in 
the industry, one of which is the previously referred to planetary mill. 

His is an engineering company, not a producing company. Outlined 
for the subcommittee some of the technological advances in the industry. 

Diagram of continuous hot strip mill. 

Diagram of operation of planetary mill. 

In comparing planetary mill operation with conventional mill, he 
pointed out some of the advantages as well as disadvantages of the 
planetary mill process. 

The planetary mill could be added to existing modern mills. Is not 
intended to replace existing facilities at this time. 

The planetary mill in conjunction with a continuous-casting mill and 
top-blown oxygen steel converter can make an integrated steel works 
of medium size. 

There are 4 of these mills in operation in other countries and 3 in 
this country. 

Although there is great interest in this process in this country, our 
steel industry is so large “they want a little more proof.” 

To the best of his knowledge, Russia has not yet utilized this process. 

Statement from Mr. J. E. Brassert of the Brassert Co. regarding the 
lack of technically trained men in high positions in steel industry. 

Mr. Sendzimir said he could not“'subseribe” to Mr. Brassert’s conten- 
tion that the “lack of initiative’ in steel industry is due to lack of 
technically trained men. 

“The reason is very different: it is because the scale of American 
industry is colossal.” 

Gave some estimates of steel production in other countries. 

The cost of a complete installation that would produce about 250,000 
to 350,000 tons per year would be between $15 million and $18 million— 
a very low figure. 

Decentralization of the steel industry, said Senator Kefauver, would 
be “important from the viewpoint of the defense of our country.” 


Statement of John Vaughan Groner, on behalf of McLouth Steel Corp. 


Introductory statement. Is counsel for the company. 

Described McLouth’s operations and steelmaking processes. 

McLouth has the largest oxygen plants in the country. 

McLouth’s commercial operation of the oxygén-converter process has 
been successful. However, could not say that it would be equally sue- 
cessful in every operation. 

“It is utterly impossible to make an intelligent or intelligible compari- 
son of the ‘capital costs (cost of installation)’ of the oxygen-process 
equipment with those of either an open-hearth installation or an electric 
furnace,” because of many various factors. 

Production costs do not differ greatly in open-hearth operations and 
their oxygen operation. 
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DIGEST OF TESTIMONY 


The oxygen converter has the advantages of saving labor costs and of 
the process working “very much faster,” although it is much smaller. 
The production can be larger, however. 

The company’s “bootstrap operation” has brought them to the point 
where they are an integrated company except for supplies of raw mate- 
rial and coke. 

Senator Kefauver said the 1955 FTC profit report giving the rate of 
return on stockholder’s investment after taxes showed the 12 largest 
steel companies had a return of 14.7 percent, while McLouth’s was 22.2 
percent. 

A “steel operation is a high-cost operation, and there are not any such 
things as small steel plants.” 


NOVEMBER 4, 1957 


Opening statement by Senator Kefauver. 
Discussion of memorandums requested from the Department of Justice. 


Statement of George M. Humphrey, chairman of the board, National 
Steel Corp., accompanied by officials of the company 

Introductory statement. 

Reminded the subcommittee that he had been out of the steel business 
for nearly 5 years, but would be as helpful as possible. 

Article from the Journal of Commerce containing Mr. Humphrey’s 
views on steel outlook. 

Table, National Steel Corp. Annual Capacities. 

Described some of their operations. 

Their production in the first quarter was about 98 percent of capacity ; 
in the third quarter about 80 percent. Earnings in the first quarter 
were $1314 million; in the second quarter, $1214 million; in the third 
quarter, about $8 million. 

Enumerated some of the things that increase their costs. Discussed 
declining price of steel scrap. 

Have been other years when third quarter profit was higher than 
this year. 

Returned to discussion on steel scrap. 

“As a rule, I think our long-term pricing policy could be stated very 
simply: It is to keep ourselves competitive with prices that we find that 
we have to meet.” 

Defined “competitive” as quoting “prices that are as near the prices 
of our competitors as we can learn and determine and work out so that 
we will get at least as much as they do, and we ought to be ashamed of 
ourselves if we do not, and so that we will not price ourselves over them 
and thereby not get any business.” 

Cannot base rate of return on book values as they “vary very con- 
siderably.” 

They do not charge prices based on what the traffic will bear. Believes 
“that is a very shortsighted viewpoint to take.” 

They compete not only with other steel companies but also with other 
materials. 

Listed their principal commodities and the price increases on them, 

In view of their present earnings he believes “it would be quite wrong 
for us to cut the price * * *. But there may be some other time or 
some other circumstances when a price reduction might be made. There 
are price reductions in the steel business as well as price advances, as 
you well know.” 

Table, Selling, General, and Administrative Expense in Percentage of 
Net Sales, 10 Largest Steel Manufacturers, 1950-56. 

Senator O’Mahoney noted that this table showed National had a lower 
percentage than any of the other companies. 
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DIGEST OF TESTIMONY xI 


He then asked if National had lower expenses for other things would 
they still follow United States Steel in price rises. Mr. Humphrey 
replied : 

“So long as United States Steel’s pricing were such that we believed 
there was a fair general price to expand the general market, I would say 
yes, sir. I think there is no reason in the world why, if National Steel 
can make more money than United States Steel, we shouldn’t do it, so 
long as we are looking at a long-range picture and are building and de- 
veloping and expanding markets for our product.” 

National does a great deal of business with the automobile companies. 
The steel industry is being hurt a little by reduced orders from the auto- 
mobile industry. 

Letter from National showing increases in price of tinplate and giving 
information on steel scrap used by the company. 

The price of tin, like the price of scrap, is also declining. 

Senator Kefauver believes all companies should have adequate profits, 
“but it is not my theory that it is good for the United States or for the 
Government, which is a large buyer of steel, for these companies to raise 
prices to an extent where you lower your production from 98 to 80 per- 
cent, as you have done, particularly in the face of declining prices for 
what you have to buy to go into that steel * * * since the price increase 
was put into effect, and your declining production is going to result in 
unemployment, so that the Government is going to lose income from the 
workers.” 

Mr. Humphrey said the price increase would have a minor effect on the 
price of manufactured articles. 

Senator Kefauver said the 1957 price increase cost steel users $540 
million, and the 1956 increase came to about $700 million. Further, 
“these increases always pyramid up.” 

Mr. Humphrey agreed that “any increase is inflationary to some de- 
gree. Any increase in the price level, in price levels, does have some 
effect upon the depreciation of the dollar. It does have some effect upon 
the cost of living. I think that until increases which come all at once 
and become effective at once, until they can be leveled off through in- 
creased productivity and the development of increased productivity, I 
think they are temporarily inflationary.” 

National is the only major steel company to show profits for every year 
since 1929. Dividends have been paid every year since its organization. 

Does not think they would produce and sell more steel by lowering 
prices. 

Table, Cold-Rolled Sheets Capacity, 10 Largest Companies, January 1, 
1957. 

Table, Concentration of Capacity for Cold-Rolled Sheets in the North- 
eastern States, January 1, 1957. 

Senator Kefauver asked why National followed United States Steel’s 
lead in pricing since National was leading producer of cold-rolled sheets 
in this area. 

This is the type of steel that is closest to the consumer. 

Table, Shipments of Cold-Rolled Sheet and Strip to Automotive and 
Appliance Industries, 1956. 

Letter from National Archives and Records Service containing data 
on labor-cost figures supplied to OPA. 

Tabulation, “Joint ventures in which National Steel Co. is affiliated 
with other iron and steel companies.” A discussion on the information 
contained in this tabulation followed. 

In his opinion, the joint ownership setup is necessary and desirable 
and is not anticompetitive. 

Does not believe Russia has made technological advances that the 
United States has not. 

There has been no litigation or decisions by the courts as to whether 
joint ventures in the steel industry are of questionable legality. 

‘ a be bad for the industry if these joint ventures were to be pro- 
ibited. 

Steel prices cannot be raised or lowered freovently; does not think 
a price decrease would generate more busip “a. 
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DIGEST OF TESTIMONY 


At one time United States Steel had more than 50 percent of total 
production—they now have about 30 percent. During this time, many 
very small companies “have grown into good-sized companies.” 

Table, Percent Change in Raw Material and Fuel Prices—United 
States Steel Corp., 1939, 1947, March 31, 1956, December 31, 1956. 

Table, Year-to-Year Changes in Employment Costs and Costs of Prod- 
ucts and Services bought, the Steel Industry, 1939-56. 

With the fluctuations in production, it would be difficult to determine 
what the break-even point is. 

Management has a great deal to say about how high or low steel 
prices will be. 

Senator Wiley asked if steel prices are affected by “the Government’s 
tigut-money policy.””. Mr. Humphrey replied : “Over a suflicient length of 
time I think they would be, because of the effect on supply and demand 
that would result from money pressures.” 

Table, Comparison of Average Rates of Return on Stockholders’ In- 
vestment After Taxes, 10-Year Intervals, 1920-56, United States Steel, 
Bethlehem, and National. 

Table, Rate of Return on Stockholders’ Investment for United Staees 
Steel, Bethlehem, and National After Taxes, 1917—56. 

Although these figures show National frequently earning more profit 
than the other companies, “these figures are really quite arbitrary and 
not necessarily indicative of the fact.” 


NOVEMBER 5, 1957 


Statement of George M. Humphrey, chairman of the board, National Steel 
Corp., accompanied by officials of the company—Resumed 

Will submit information on scrap requested by subcommittee. 

Article from the Wall Street Journal on weakening steel scrap market. 

Reiterated his view that his company should be able to get as good a 
price as any other company. 

Cannot recall ever taking the lead in pricing of cold-rolled sheets even 
though, according to Senator Kefauver, they are the largest producer. 

“* * * The very fact that we do have low costs and that others have 
low costs is an influence on everybody else in determining what they 
will charge, whether we do it or whether we do not [take the lead]. It 
has a bearing upon the price that the other fellow makes, so it is there, 
it is always there and always a factor in accounting for the determination 
of what the price may be.” 

Senator Kefauver, pointing out the decline in production, asked : “How 
far down in reduction of capacity do you have to go before you think 
your formula here takes application?” 

Mr. Humphrey replied: “To the point where we believe that a change 
in the price would make a difference in the demand and would stimulate 
demand and increase total demand, and that is not at the present time.” 

There are a few steel items still in short supply, “but the great bulk 
of steel items are in ample supply today.” 

Believes there are “healthy” adjustments taking place in the economy. 
Inflation is bad and “must be controlled.” Gave some of his views on 
problem of inflation. 

“IT think the biggest item in the cost of steel today is the taxes the 
Government takes.” 

Charts, Cold-Rolled Sheets and Cold-Rolled Strip, Trends in Price and 
Production, 1947-57. 

Charts, Hot-Rolled Sheets, and Tin and Terneplate, Trends in Price 
and Production, 1947-57. 

Charts, Hot-Rolled Bars, and Reinforcing Hot-Rolled Bars, Trends 
in Price and Production, 1947-57. 

Charts, Pipe and Tube, and Rails, Trends in Price and Production, 
1947-57. 

Charts, Structural Shapes, and Plates, Trends in Price and Production, 
1947-57. 

Mr. Blair explained the charts, and discussion followed. 
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TUESDAY, OCTOBER 29, 1957 


Unrrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:15 a, m., in-room 424, 
Senate Office Building, Senator Kstes Kefauver presiding. 

Present: Senators Kefauver (chairman) and Dirksen. 

Also present : Paul Rand Dixon, counsel and staff director; Dr. John 
M. Blair, chief economist; Peter Chumbris, counsel for minority; 
Carlile Bolton-Smith, counsel to Senator Wiley; Dr. E. Wayles 
Browne, Jr., economist; Jerry A. O’Callaghan, legislative assistant to 
Senator O’Mahoney; and Marcy Brooks, legislative assistant to Sen- 
ator Hennings. 

Senator Keravuver. The committee will come to order. 

This morning the subcommittee resumes its investigation of ad- 
ministered pricing in the steel industry. Today and tomorrow we will 
hear discussion of several subjects connected with the production of 
steel which carry important implications for the entire economy of the 
United States. 

We shall begin with witnesses who will testify about the use of 
new technological developments in steelmaking. Rufus Easton, man- 
ager of the continuous casting section of the Koppers Co. , Pittsburgh, 
Pa., will tell us about his company’s continuous casting process. John 
¥: Groner, counsel of the McClouth Steel Corp., Detriot, Mic *h., will 
discuss the oxygen-steel process used by his company. Michael Send- 
zimir, of T. Sendzimir, Inc., Waterbury, Conn., will explain the hot- 
rolled planetary mill. 

There are a number of reasons for the subcommittee’s interest in 
the subject of new steel technology. The previous testimony by United 
States Steel and Bethlehem highlighted the fact that there is little or 
no price competition in the industry. If, by the use of new technology, 
new companies could be successfully organized, they would stimulate 
competition and eventually the American public would get the bene- 
fit of lower prices on the thousands of commodities using steel. 

As it is understood that none of these new methods of. production, 
to be described before the subcommittee, were invented or originally 
developed by American enterprise, they pose a disturbing problem to 
the American public. According to information which the subeom- 
mittee has received through the State Department, a number of for- 
eign countries, including Russia, appear to be ahead in the develop- 
ment of these and related techniques. Among their other attributes, 
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these new techniques appear to make possible the production of steel 
based on small bodies of ore which in this country are found in widely 
scattered localities. In an era of guided-missile warfare, the geo- 
graphic decentralization of our industrial establishments could be 
essential to our survival. From this point of view alone, the apparent 
progress by the Russians in adopting new techniques of steelmaking 
is a challenge which this country must know about and face. These 
are some of the questions and issues raised at this hearing and which 
will be inquired into. 

Finally, we will also hear witnesses—including Fred V. Gardner, 

> ; ; ; ; 
of Milwaukee, Wis.—who will testify about costs, prices, and profits 
in the steel industry, and about their relationship to the efficiency of 
our largest firms. 

Mr, Dixon, you had something you wanted to put into the record? 

Mr, Dixon. Senator Kefauver, I think that this telegram should be 
read into the record. It is dated October 23 and it is addressed to you. 
It reads as follows: 

We wish to comment on a statement made to your committee on Tuesday, 
October 22, 1957, by A. B. Homer, president of Bethlehem Steel Corp., which 
appeared in the October 23, 1957, edition of the Johnstown Tribune Democrat. 

The statement is as follows: “Besides,” he told Kefauver, “we didn’t need 
any business,’ noting that Bethlehem has been operating at or near capacity 
levels. 

And Homer said he does not believe that a price cut, or a price increase of 
smaller magnitude than put into effect by United States Steel, would bring any 
appreciable new business to Bethlehem, the industry’s No. 2 producer. 

We find it hard to believe a man in this position could make such a state- 
ment. We feel that Mr. Homer must not be aware of the level of employment in 
some of the Bethlehem plants, such as the Johnstown plant, where thousands of 
employees are working a short workweek, or are on layoff. 

We are faced with a situation, where a steel baron is showing utter disregard 
for the plight of thousands of employees, who have given years of faithful serv- 
ice to his company, simply because he is is satisfied with his company’s profit 
at their present level of operation, which profits were substantially increased by 
increased steel prices. 

We as union representatives, and those working a short workweek, or those 
on layoff certainly cannot agree with Mr. Homer, that Bethlehem Steel is work- 
ing at or near capacity, and we very definitely disagree with him that: “Bethle- 
hem doesn’t need any business.” 


It is signed “Ernest E. Wadsworth, Emil Chesla, Ronald M. Gawlas, 
William Audi, Charles Hohan, Albert Voidak, Frank R. Knepper, 
Frank J. Lugar, William C. Bowser, members of Johnstown Plant 
Grievance Committee representing local unions 2632, 2644, 2635, 2634, 
and 2633.” 

Senator Keravuver. Very well, then. Let us send a copy of this to 
Mr. Homer and any comment or reply he wishes to make will be made 
a part of the record. 

Senator Kerauver. I understood you had some other comment, 
Mr. Dixon ? 

Mr. Dixon. Yes, sir. I find that I inadvertently was wrong at 
our last hearing when I made the statement that United States Steel 
had withdrawn its insistence that the entire article by Dr. Backman on 
Steel Prices, Profits, Productivity, and Wages be printed in the record. 
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I find myself in error because Mr. Tennant, general counsel of 
United States Steel, immediately called me after the hearing and said 
that he did not so agree at our conferences. He stated in his letter 
of October 17, wherein he had submitted much information which we 
had requested, that “We still urge that the second statement be printed 
in the record in its entirety.” I am very happy to correct that state- 
ment on my part because I do not want it to appear that I misrepre- 
sented their position. 

Senator Krrauver. Very well. We appreciate your correction. 

I had told Senator Dirksen that we would go over the article and 
consider printing all of it except that part which deals with the issues 
in the steel strike of 1956, which has not been gone into at all in this 
hearing. That arrangement seemed to be satisfactory. 

Senator Dirksen. 1 am not sure, Mr. Chairman, if it was. It seems, 
on reflection, that to get a completely objective record, it is necessary 
to print it all. Then, too, Mr. Brubaker did comment on some aspects 
of it, even though he did not go into it very thoroughly. 

Senator Krrauver. My recollection was that Mr. Brubaker talked 
about the latest wage dispute of 1957, not the one of 1956. But sup- 

ose we leave it this way: that you ask counsel to communicate with 
Mr. Tennant and see whether printing the article and omitting any 
sections of it that. may deal with the 1956 labor dispute would not be 
satisfactory with him. 

Senator Dirksen. Or those essential portions of the statement that 
they think are necessary to a completely objective record. 

Senator Kerauver. Allright. Will you dothat? 

Mr. Drxon. I will see that is done, sir. 

Mr. Chairman, before we start with the witness seated at the table, 
in your opening statement, you will recall, you stated the subcommittee 
had received various reports from the State Department pertaining 
to the use of new technologies in foreign countries. 

I think at this time, sir, that it would be well that they be made 
a part of the record. As Mr. Easton testifies, pointed comment, per- 
haps, could be made to some of the statements in these State Depart- 
ment reports. 

Senator Keravver. As I understand it, it is all unclassified ma- 
terial. 

Mr. Drxon. It is all unclassified, and I would identify it, roughly, 
in four categories. 

Senator Keravver. Suppose you identify the reports. 

Mr. Dixon. We received one report from our American Embassy 
in Vienna, another from our Embassy in Stockholm, a third from our 
United States representative in our mission to Luxembourg, and a 
fourth from our consulate general in Geneva. It is our understand- 
ing, sir, that we aré going to receive other material along this line, 
and I think that, when it does come, it should be made a part of the 
record. 

Senator Kerauver. Let us make these a part of the record now, and, 
when the others come, we will do the same. 
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(The documents referred to will be found in the appendix on p. 
1365.) 

Senator Dimxse n. Mr. Chairman, I would suggest, as a substitute 
for that, since we did not get very much testimony with respect. to 
the activities of the steel people on technologies in other countries, 
perhaps they would like to supply brief supplemental statements tell- 
ing what they are doing in that field. It is entire ‘ly possible that they 
have their own monitors in foreign countries keeping up with it. 

Senator Keravver, I think that is a ve ry good suggestion. Let us 
furnish copies to Mr. Blough and Mr. Tennant, of United States 
Steel, and to Mr. Homer and others, of Bethlehem, and ask for their 
comments. We might furnish National Steel a copy so they can 
comment on it when they come here on Monday or Tuesday. 

Mr. Drxon. I believe that both United States Steel and Bethlehem 
are getting copies of our record, and, no doubt, they will get this 
copy, but we will see that this certainly comes to their attention. 

Senator Kerauver. Mr. Easton, we have been going through a lot 
of preliminaries here. We are very happy to have you here with us. 
Will you identify yourself and your position, and the subject matter 
you.are going to talk about, sir? 


STATEMENT OF RUFUS EASTON, MANAGER, CONTINUOUS CASTING 
SECTION, FREYN DEPARTMENT, ENGINEERING AND CONSTRUC- 
TION DIVISION, KOPPERS CO., PITTSBURGH, PA. 


Mr. Easton. Yes, sir. I am the manager of the continuous-casting 
section of the Freyn department of the engineering and construction 
division of Koppers Co. 

Senator Keravuver. Tell us about Koppers Co. and give us some 
background about yourself. 

Mr. Easton. Well, the Koppers Co. is engaged, among other 
things, in the design ‘and engineering and construction of steel mills. 

Senator Kerauver. How big a company is Koppers Co. ? 

Mr. Easton. Koppers Co. is—I cannot tell you how many employ- 
ees. It is one of the moderately large companies, by no means the 
largest, in its field. The division in which I am is solely engaged in 
the engineering and design of steel mills and equipment for steel 
mills. 

Senator Keravver. Mr. Dixon, is there any preliminary informa- 
tion you think should be brought out before Mr. Easton starts? 

Mr. Drxon. I think it would be well to let him read his statement 
and ask him in detail about some of the pertinent points. 

Senator Keravver. Dr. Blair just called my attention to the For- 
tune directory of July 1957, which has been made a part of the record. 
According to this directory, the Koppers Co. in 1956 was the 128th 
largest company among manufacturing companies, in terms of sales, 
and the 131st largest company in terms of assets. Sales seem to be in 
the neighborhood of $305.5 million a year. 

Senator Dirksen. May I ask Mr. Easton a question ? 

Senator Krravver. Yes, sir. 
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Senator Dirksen. Mr. Easton, I assume, of course, you are a grad- 
uate engineer, a mechanical engineer. 

Mr. Easton. I am not an engineer. I graduated in industrial ad- 
ministration, sir. 

Senator Dirksen. How long have you been with Koppers? 

Mr. Easton. Five years, approximately. 

Senator Dirksen. Where were you before that? 

Mr. Easton. Prior to that, 1 worked for Allegheny Ludlum Steel 
Co. 

Senator Dirksen. I have here what is evidently an advertisement 
which appeared somewhere. 

Mr. Easton. Yes. 

Senator Dirksen. Where did this appear? 

Mr. Easton. I am not sure, sir. It, no doubt, was in one of the 
iron and steel trade papers. Which one, I could not say. 

Senator Dirksen. This refers to a machine which is manufactured 
by the Kopper Co.; is that not correct? 

Mr. Easton. Yes, sir. 


95009-—58— pt. 3-2 








678 ADMINISTERED PRICES 
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Senator Dirksen. Are you the designer of this machine ¢ 

Mr. Easton. I am not personally the designer. I am in general 
in a supervisory capacity so far as the general features of the design 
of such a machine would go. 

Senator Dirxsen. Are there any machines competitive with this, 
or is this the only one? 

Mr. Easton. There is no active competition in the United States in 
machines of this sort. There are companies in Europe supplying 
similar machines. 

Senator Dirksen. Yes. But in this country, your company would 
really have a monopoly with this machine, if that is the only one; 
it that correct ? 

Mr. Easton. Well, of machines precisely similar to the ones you 
see, yes. But there are other processes with slight differences which 
are also in development in the United States, in which we have no 
interest. 

Senator Dmxsen. Is this machine on the market now? By that 
I mean 

Mr. Easton. Yes. 

Senator Dirksen (continuing). It is commercially being marketed 
by the Koppers Co. ? 

Mr. Easton. Yes. It is available. No machines such as this have 
yet been sold in the United States. 

Senator Dirxsen. I see. So you are still in the development stage. 

Mr. Easton. Yes, I would say so, particularly as it applies to the 
tonnage steel field. 

Senator Dirksen. Can you give us some estimate of the cost of a 
machine like this ? 

Mr. Easton. Well, depending on the general size range required of 
the product, a machine such as you see here might run as high as $5 
million for an installation to make slabs of the order of 48 inches 
wide or so, while to make small square billets suitable for rolling of 
bars and concrete reinforcing rods, things of that nature, such a 
machine might cost in the neighborhood of $1 million. 

Senator Dirksen. I may have other questions, but that is all at the 
moment. 

Senator Kerauver. In line with Senator Dirksen’s questions, are 
similar processes like this available to other manufacturing industries 
in the United States ? 

Mr. Easton. Yes. In the nonferrous field, in the brass, copper, 
aluminum, and magnesium industries, machines similar to this or of 
this general nature are in commercial production. 

Senator Keravuver. How about in the steel industry? 

Mr. Easton. In the steel industry, there is not now in the United 
States a machine of this nature. 

Senator Kerauver. But they are in process of being developed ? 

Mr. Easton. Yes, sir. 
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Senator Krrauver. Yours is really in process of being developed 
or has been developed ? 

Mr. Easton. Well, it is in that fringe area when further develop- 
ment is required to bring it to commercial use in the large-tonnage 
field, but we feel that it is ready for commercial use in some selected 
products, such as small billets. = : 

Senator Kerauver. Your testimony would be of limited value if 
this was something that you and only you had. But the process will 
be available on a competitive basis to the steel industry generally in 
the time to come? 

Mr. Easton. We certainly expect that when it reaches the stage 
of wide commercial acceptance, that there will be a good deal of com- 
petition for the business of building such machines, — 

Senator Kerauver. Do you in your statement go into the develop- 
ment in countries abroad, to which you referred, where the process 
is being used now? 

Mr. Easton. Yes, I can go into that in whatever degree of detail 
you wish, sir, 

Senator Kerauver. Suppose you go on with your statement, and 
then we will ask you questions later. 

Mr. Easton. All right, sir. 

Senator Kerauver. Mr. Easton, you have a short statement here, 
so you go on in your own way. 

Mr. Easton. All right, sir. 

Without going into details or special cases, the normal practice in 
making steel products is: 

1. Production of molten iron, as in blast furnace. 

2. Production of molten steel from molten iron and serap, which is 
normally done in an open-hearth furnace or oxygen converter. 

5. Casting of the molten steel into large cast iron ingot molds, sizes 
of which will vary according to steelmaking unit sizes and final 
product. 

4. Reduction of steel ingots into slabs, blooms, or billets of the sizes 
required for finishing. This is done on blooming and slabbing mills 
or billet mills. 

5. Production of the final steel product, which is done on plate and 
sheet mills, strip mills, structural mills, merchant bar mills, and other 
finishing mills. 

Continuous casting is a replacement for conventional step 3 above, 
that is, the casting of the steel into large ingot molds and so on. 

Senator Kerauver. The chart you are referring to will be made a 
part of the record. 
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Mr. Easron. Continuous casting is a replacement for the pouring 
operation, the pouring of the molten steel into big molds, the stripping 
of the resulting ingots from those molds, the soaking pit operation of 
heating up the ingots to a temperature suitable for rolling on the slab 
mill or blooming mill or billet mill to make the semi-finished shapes 
that are required by subsequent processing. 

So the continuous casting process then produces material fit for 
processing in the finishing mills, replacing the last four of the opera- 
tions shown on this chart. 

Senator Krerauver. That is, the blooming, stripping, soaking pits, 
and slab mills operations ? 

Mr. Easton. Yes, sir. The resulting product here is usually slabs 
if the final product desired is strip or sheet or other flat rolled prod- 
ucts. The product here will be small square billets if the final product 
is wire or small bars, reinforcing rod, small agricultural shapes, and 
things of that nature. 

Mr. Cuumpris. On this last point, I notice it says a mill with this 
sort of equipment can turn out specialty products in a quantity tailored 
to a small local product, and that two such mills are now in the offing. 
I wonder if you could expand on that? 

Mr. Bratr. May I just interpolate, that chart was blown up from a 
chart that was printed in Business Week in 1955. We have just had 
it enlarged because it was the best graphic prea of the steps 
involved in both the existing and potentially new technologies that 
we have ever had come to our attention. The editorial comment that 
you just read, Mr. Chumbris, is the comment of Business Week. 

Mr. Cuumpris. I still would like to have an explanation of it if 
you can give it to us. 

Senator Keravuver. Do you go into that in the explanation later in 
your statement, or do you wish to do it now, Mr. Easton? 

Mr. Easton. I believe so. 

Senator Kerauver. If it is not satisfactorily amplified, Mr. 
Chumbris, you can renew your question then. 

Mr. Easton. The advantages so obtained, that is, by eliminating 
these operations, are: elimination of the operations, of course, as 
shown on the enclosed chart. There is a copy of the chart that is in 
my papers also included on this sheet. 

Senator Krerauver. We will have all these charts in your statement 
made a part of the record. 
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Mr. Easton. The second advantage is elimination of many items of 
plant building and equipment and considerable plant area, such as the 
mold foundry and storage area, that is, the area in the plant in which 
these cast-iron molds which are used for making the ingots are them- 
selves made. The storage area for the molds, with the cranes and 
equipment associated with those areas. 

The mold-preparation area. That is the area in which the ingot 
molds are prepared for pouring, such as putting on any coating on 
the inside of the mold to improve its quality, putting on of hot tops 
for certain high quality types of steel, and so forth. _ 

The stripper building, with its cranes and equipment, that being 
the building or area in which the ingots are removed from the ingot 
molds, the ingot buggies, and the locomotive used to pull them, is also 
eliminated. 

Likewise, the soaking-pit building with its soaking pits, controls, 
the ingot-transfer buggy which takes the heated ingot to the blooming 
mill, and the cranes in that building. 

Also eliminated is the blooming or slabbing or billet mill, and its 
building, with its cranes, shears, conveyors, motor room and equip- 
ment and controls, the roll-turning lathes, and the various other 
equipment associated with the blooming mill. 

Also eliminated are the personnel required in all the above areas 
and operating all the above equipment. 

Senator Dirksen. How large would you say that would be? 

Mr. Easton. It would vary quite a bit depending on the general 
scale of operations of the plant involved. 

Senator Dirksen. 30 percent? 

Mr. Easton. Probably not that much in terms of the average steel 
plant. There would be a noticeable reduction in total personnel, 
however. It is hard to put a number on it. There would also be 

Senator Keravuver. I think in that connection, this brings up again, 
Senator Dirksen, the overall problem of automation. 

Mr. Easton. That is right. 

Senator Keravuver. Which is what will happen to all the workers 
who will be displaced by a process of this kind. 

Mr. Easton. Yes, sir. 

Senator Kerauver. I suppose the answer is to get more production, 
more jobs, lower prices, so that there can be more building, more con- 
sumption of steel. Would that be your answer? 

Mr. Easton. Well, that is a little outside my field, sir. 

Senator Keravuver. Or do you have a good answer ¢ 

Mr. Easton. No: I do not have one. 

Mr. Cuumertis. Of course, at one point Bethlehem Steel said they 
were operating at 103 percent. I do not see how they could increase 
production in that instance. 

Senator Kerauver. In this telegram from the unions at Bethlehem, 
in these instances the workers think the company is not operating as 
much as it should. They are from a plant where they are not operat- 
ing fully. I think the record showed about 90 percent for the com- 

any as a whole. 

All right, Mr. Easton. ’ 

Mr. Easton. Yes, sir. There will also be a reduction in the proc- 
essing time and in the process inventory. 














ADMINISTERED PRICES 689 


Senator Kerauver. Can you tell us how much that reduction in 
processing time is ¢ 

Mr. Easton. Well, in normal operation, I would say it is a day or 
two at the very least between the time the molten steel is poured from 
the furnace and the time the semifinished material comes off the 
blooming mill. And that might be very much greater, depending on 
the type of operation of the individual plant. I do not see how it can 
be less than a day or two, though. Most plants carry a substantial 
inventory between the casting operation and the blooming operation. 
There will also be an increase in yield of 10 to 20 percent of semi- 
finished product as compared with the molten metal supplied to the 
process. 

Senator Kerauver. What do you mean by that? That with the 
same amount of iron ore, you will have an increased yield ? 

Mr. Easton. Yes. With a given furnace-heat size, 10 to 20 percent 
more usable semifinished product will result from use of the contin- 
uous casting process as compared to conventional processing facilities. 

Mr. Drxon. Mr. Easton, is that not caused by the fact you do not 
have to cut off any part of the slab? The process here is so efficient 
that you have very little scaling or very little loss? 

Mr. Easton. That is right. There is a chart attached to the back 
of this comparing the yields obtained with continuous casting with 
conventional process. 

If I may take a moment to explain it now, this compares the metal 
requirements to produce 100 tons of finished slabs by the continuous 
casting method on the right, and by conventional processing methods 
on the left. The main item of difference is the little box right next 
to the bottom on each side; namely, crop loss. 

As each ingot is rolled on a slabbing mill or blooming mill, a small 
portion is cut from each end of the ingot to square the end of the 
resulting slab, and to remove, particularly from the end of the slab 
representing the top end of the ingot a portion of the metal which is 
not sound and solid through to the center. That cropping loss on nor- 
mal processing, is in the general neighborhood of 18 percent. It may 
vary somewhat from that. 

Senator Dirksen. That is not a net loss; is it? Those ends are 
recoverable ? 

Mr. Easton. Those ends are recirculated back to the steelmaking 
facilities, used as a scrap addition to the melting furnace. 

Senator Dirxsen. So it is not a net loss in capacity finally ? 

Mr. Easton. Well, it is a loss in that you have to process that 18 
percent or so of steel through the melting furnaces again. 

Senator Dirksen. But you recover it when they pour off the heat 
the next time ? 

Mr. Easton. Yes. But it does represent a continuing loss, which 
recycles back into the process. There is, however, another loss asso- 
ciated with it, that being that in the melting furnace itself there is a 
loss of metal amounting to 8 or 10 percent or so, a loss of metallic iron 
in the form of dust or iron oxidized which is lost in the slag, and so on, 
so that this recycling back of the scrap that is cropped off requires 20 
percent or so more metal to be processed through the melting furnace 
to obtain a given amount of finished slabs. And, since the larger 
gmonnt is processed through the melting furnaces, the net losses in 
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nonrecoverable losses is considerably greater, amounting to something 
of the order of 4 tons of metallic iron per 100 tons of semifinished 
slabs. To describe the process briefly, referring to the enclosed dia- 
gram, which would be this one here [indicating]. 

Senator Keravver. Is that the first diagram in your statement ? 

Mr. Easton. I believe so, sir. 

Senator Keravuver. All right, sir. Let us mark these diagrams 
“9,” 3.” and “4,” and we will call this No. 1. 

Mr. Easton. All right. As we look at the diagram, it can be fol- 
lowed also on the larger illustration in the sheet that Mr. Blair passed 
around. Referring to the diagram No. 1, molten metal is poured into 
a tundish or pouring box. That is the little jar with the cutoff corner 
at the top of the diagram.just under the pouring furnace, from which 
it flows through a regulating nozzle into the open-bottomed, water- 
cooled, copper mold immediately below. 

This Se is sized to make a casting suitable for finish rolling. 
That is the large slab, if that is the product desired, or it can be 
exchanged for a mold with a small square cavity, if the product de- 
sired is billets. The rapid heat removal through the copper-mold 
wall causes immediate solidification of the steel in contact with it, so 
that a shell is formed which acts as a container for the balance of the 
steel which is still molten. 

As more steel is poured into the mold from above, the partially 
solidified casting is steadily withdrawn through the bottom of the 
mold at the same rate so that the metal level in the mold remains con- 
stant, or nearly so. As it is continuously withdrawn from the mold, 
the solidified shell of the casting is carefully sprayed with water to 
cool it, which both strengthens the shell and thickens it due to further 
solidification on its inner surface. 

This spraying is continued until sufficient heat has been removed to 
cause complete solidification through to the center of the casting. The 
continuous downward movement of the casting is controlled by a set 
of rolls which are held against the casting by springs and w hich are 
turned by an electric motor and gearing system to continuously lower 
the casting at the desired rate. “Below these rolls provision is made 
for cutting the moving casting into the lengths desired and for han- 
dling the cutoff sections rapidly enough to avoid interference with the 
operation. 

Thus we have, during a typical run, molten metal continuously 
pouring into the mold and adding to the upper end of the moving 
casting, while pieces of size and a suitable for finish rolling are 
continuously being cut from its lower end. This normally continues 
until the supply of molten metal runs out. As steelmaking is funda- 
mentally a batch operation, the size of the batch will limit the dura- 
tion of the run. 

Now, are there any questions on that portion, sir ? 

Senator Dirksen. Do not the aluminum people use a substantially 
similar process ? 

Mr. Easton. Yes; they do. 

Senator Dirksen. You have been to an aluminum mill, have you not 
Senator Kefauver ? 

Senator Krravuver. Yes; I have. At Alcoa, there is something 
similar to that. 

Mr. Easton. Yes. 


a | ? 
’ 
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Senator Dirksen. Mr. Easton, there is a line of curiosity going 7 
through my mind all the while. If this would turn up a savi 
20 percent in personnel and time and equipment, and so forth, 5 
just wondering why these steel mills have not jumped at this opera- 
tion quickly ? 

Mr. Easton. Well, I think I cover that later. 

Senator Dirxsen. All right. 

Mr. Easton. If I do not, will you ask it again ? 

Senator Dirksen. All right. 

Mr. Botron-Smitu. Sir, you say it is limited by the batch opera- 
tion? 

Mr. Easton. Yes. 

Mr. Borron-Smiru. Is there anything to prevent having one batch 
so soon follow another that it could be continuous? 

Mr. Easton. There is nothing in the continuous-casting machine 
itself which limits the length of a run. It could be truly continuous 
in steelmaking if some way is found to continuously supply steel to 
it. 

Senator Keravver. Mr. Easton, if this is used, or something similar 
to it is used in the aluminum industry, and it ‘would save four pro- 
cesses and save metal and workmen, why has it not been adopted in the 
steel industry previously ¢ 

Mr. Easton. Well, I have some more on that, sir, in the next few 
paragraphs. Perhaps that will—— 

Senator Kerauver. All right. We will wait until you get to it. 

Mr. Easton. All right; sure. 

Senator Dirksen. One other question at this point. 

‘Mr. Easton. Sure. 

Senator Dirksen. You mentioned something about increase in pro- 
duction by means of this process. 

Mr. Easton, Yes. 

Senator Dirksen. And lower losses, perhaps. 

Mr. Easton. Yes. 

Senator Dirksen. Four tons per 100 at 4 percent. 

Mr. Easton. Yes, sir. 

Senator Dirksen. You indicate that those losses would come about 
by things that go out in the slag. Now, what about quality here, then? 
What stays in the met tal, finally, and what is the end produet compared 
with what you get today out of the open-hearth process ? 

Mr. Easton. Well, that is one of the items on which development 
stillis required. In general, and in those types of steel on which devel- 
opment work has been done, quality can be obtained equal to conven- 
tionally processed material. 

Senator Dirksen. As I recall, when Mr. Homer was before the 
committee, he was testifying on the effort that. was being put into their 
research work to find new types, greater purity in steel for special 
purposes, and so forth. 

Mr. Easton. Yes, sir. 

Senator Dirksen. So, there is a question here, then, as to what per- 
cent of the slag impurities remain inthe metal in this process and 
whether or not that constitutes a real problem ? 

Mr. Easton. Well, there is no reason to expect a noticeably differ- 
ent level of quality between steel produced by this process and con- 
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ventionally produced steel, given sufficient time to work out the prob- 
lems for the individual type of steel by this method. 

Senator Dirksen. You say that isa problem in this type of method ? 

Mr. Easton. Certainly, the first few runs on a new type of steel 
are not going to produce material of as high quality as what has been 
produced with years of trial and error, say, in the conventional proc- 
essing. But with a sufficient productive period to find what the prob- 
lems are and study them and remove them, similar quality levels are 
reached. 

Senator Dirksen. It isan important problem, I think you will agree; 
would you not? 

Mr. Easton. It is, particularly when going into a new product, 
either a different type of steel or a larger piece of steel than has been 
made before by this process. But there is very definitely a develop- 
ment period required. 

Senator Dirxsen. I was thinking of it in terms of the research being 
done on the advanced weapons of all kinds now. There you are deal- 
ing with such highstates of metal purity and tolerances and that sort of 
thing that you cannot afford to have anything other than the best, 
particularly in the missile field. 

Mr. Easton. Yes. 

Senator Keravuver. What do you call an experimental develop- 
mental period to get the purity of this process up to the conventional 
one at the present time ? 

Mr. Easron. Well 

Senator Kerauver. What period of time are you talking about? 

Mr. Easton. Probably, to take a typical example, the development 
of this process in a large tonnage installation suitable for making 
slabs of the order of 8 by 48 or something of that nature, I would ex- 
pect a period of time of the order of a year or so to work out the 
problems related to the increase in size over what has already been 
made by the process and to work out the problems of quality and the 
techniques of operating so that good quality is assured. 

Senator Keravuver. Do you, in your statement later on, go into the 
comparative cost of the equipment involved here. 

Mr. Easton. In a very general way. I can discuss that. 

Senator Krrauver. When you cover that, we may have some other 
questions, too. 

Mr. Easton. Yes, sir. 

Mr. Drxon. Mr. Chairman, this is a European-controlled process. 
You are the outlet for it here in this country, but it is being used in 
various European countries? 

Mr. Easton. Yes, sir. 

Mr. Dixon. The reports which we will later bring out here will 
show how long they have been in use there. Do you have any infor- 
mation, based on its use in Europe, as to how long that experimental 
stage will be? 

Mr. Easton. Yes. We have both our own experience and the ex- 
ere of those of the European users of the process who have pub- 

ished technical papers on the subject, and those of the European com- 
panies who are licensed under the same general group as we are. 
We follow their activities as closely as we can and use their results 
in many cases to assist our decisions, and so on. 

Senator Dirxsen. Who has the basic patents on this? 
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Mr. Dixon. Sweden. 

Mr. Easton. Well, the original thought of continuous casting is a 
hundred or more years old. That is, it has been tried for that, for at 
least that length of time. 

The first truly successful continuous casting process, I would say, 
was developed by Sigfried Junghans in Germany, particularly for use 
in the brass industry. It was installed for brass at several American 
plants in the period of the past 10 or 15 years, and it has been used, 
his basic patents have been used in the brass industry and in the copper 
industry and, to a lesser extent, in the aluminum and magnesium in- 
dustries. The process under which we designed our machines is 
the Junghans process. 

Senator Dirksen. Those are German patents? 

Mr. Easton. Yes. 

Senator Dirksen. You are licensees? 

Mr. Easton. We at Koppers are licensed to produce the machinery 
for continuous casting under his patents, and under other patents 
which have been obtained by the various people who already were 
licensees. 

Senator Dirksen. Are there any other basic patents except those ? 

Mr. Easton. Yes. 

Senator Dirksen. In other countries? 

Mr. Easton. Yes. There are others—in the first place, there are 
other processes for continuous casting other than the Junghans proc- 
ess. In the second place, the continuous casting by the Junghans 
process is controlled by a different group in Germany than the group 
under whom we are licensed. 

Senator Dirksen. Are you the exclusive licensees in the United 
States for this process / 

Mr. Easton. For making continuous casting equipment under 
those patents, we are the exclusive licensees. 

Senator Dirksen. How widely is this process being used in Ger- 
many now ‘ 

Mr. Easton. Well, in Germany, I believe there are 3 or 4 plants, 
1 under construction that I am sure of, 1 in fairly general operation 
that I am sure of, and 2 more which may or may not be in operation, 
I am not certain. 

Senator Dirksen. For how much of German steel production does 
it account ¢ 

Mr. Easton. It will be a very small proportion of the total. I 
would say less than 1 percent, probably, of the total. 

Senator Dirksen. If you la does the Soviet. Union use this 
process ¢ 

Mr. Easron. Yes; they have paid considerable attention to it in the 

ast few years. Starting about 2 years ago, technical papers in 
Russia were published on the process; and by now, I suppose there 
are, oh, 10 or 12 technical papers on the subject of continuous casting 
of steel. 

Mr. Drxon. Mr. Easton and Senator Dirksen, I think at this time 
it would be relevant to read into the record this information from 
the State Department. The question was just asked as to whether or 
not this process was being used in Germany, and some of — infor- 
mation came from the current Technological Review of the U.S. S. R., 
as we understand it. 


95009—5S8—pt. 3———-3 
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Based upon this information, I will read the date and location of 
mills in the U.S. S. R. The Central Iron and Steel Research Insti- 
tute, in Moscow, operating since 1949; Red October Works at Stalin- 
grad, operating since 1951; Kirov Works, at Leningrad, since 1953; 
Novo-Tulsk, operating since 1953. 

Senator Keravuver. Is that in Russia or Poland ? 

Mr. Dixon. That is in Russia, sir. 

One at the Gorky Works, since 1955; another at the Gorky Works, 
since 1951; the Engineering Works at Izhevsk, since 1950; the Ham- 
mer and Sickle Works at Moscow, since 1950; the First of May Works 
at Kalinin, since 1950. 

Now, the question was asked about Germany. 

Senator Keravuver. How long is this memorandum you have on the 
Russian study ? 

Mr. Drxon. This is a current issue, sir, of the Technological Review 
of the U.S. S. R. It was sent to us by the State Department. 

Senator Keravuver. Has it all been made a part of the record ? 

Mr. Drxon. Yes; it has. Senator Dirksen asked about Germany. 
In the Federal Republic of Germany, that is West Germany: Since 
1950, at Mannesmann works at Huckingen; another one at the same 
location, since 1954; at Mulheim since 1952; there is also one plant 
operating in East Germany. 

There are some that are experimental plants, but some of them are 
actual industrial plants with an output, for instance, like one of the 
plants here, which has an output of some 55 to 70 tons per hour. There 
are several industrial plants out of the eight which they themselves 
characterize as industrial, as differentiated from an experimental 
plant. 

In those plants, they apparently use both the Junghans method and 
a method which is referred to as a vertical method. I do not know 
what that is. Do you know that ? 

Mr. Easton. Yes. 

Senator Kreravver. Suppose you tell us about the vertical method. 

Mr. Easton. Well, it is just as pictured here. Actually, the differ- 
entiation between 

Senator Kerauver. You mean just as pictured up here? 

Mr. Easton. Well, as 

Mr. Drxon. On chart No. 1. 

Mr. Easton. What they refer to as the vertical method may not 
have certain features of the Junghans type, such as the oscillation of 
the mold, which is one of the items covered by Junghans’ basic patents. 
In general, they are so similar as to be differentiated only by very care- 
ful inspection. . 

Senator Kerauver. You are talking about your development. How 
many do you have in actual operation, or how many licensees of yours 
at the present time have them in operation ? 

Mr. Easton. Well, we have no licensees ourselves. We do not 
license the process. We build the equipment, sir. 

Senator Kerauver. How many continuous-casting machines are in 
operation in the United States at the present time ? 

Mr. Easton. In steel, this is? 

Senator Kerauver. Yes, sir. 

Mr. Easton. I would say none. 

Mr. Drxon. There is one in Canada. 
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Mr. Easton. None by our process. There is one in daily operation 
in Canada at the plant of Atlas Steels, Ltd., which we designed and 
built. 

Senator Kerauver. Where is that in Canada ? 

Mr. Easton. In Welland, Ontario. It is about 20 miles or so west 
of Buffalo, just across the river. 

Mr. Buatr. Mr. Easton, the article in the Technological Review, 
which is purported to oe a world survey of the location and nature of 
continuous-casting machines, indicates that there are two continuous- 
casting machines, apparently, according to the Russians’ current in- 
for mation, in operation in the United States, one at Allegheny Ludlum, 
a company with which, as I understand it, you were formerly con- 
nected. 

Mr. Easton. Yes, sir. 

Mr. Buatr. And the other, the Babcock & Wilcox installation at 
Beaver Falls, Pa. 

Mr. Easton. Yes. 

Mr. Buair. Is our understanding of what you have stated correct; 
that neither of those are in operation today ¢ 

Mr. Easron. Well, the machine at Babcock & Wilcox’s plant in 
Beaver Falls was not built by us, and is of a—operates under a different, 
process. Its raw materials and product and general purpose are sim- 
ilar, but the detailed means by which the casting solidifies is somewhat 
different. 

Mr. Buarr. But a continuous-casting machine 

Mr. Easton. But that is in daily operation, to the best of my knowl- 
edge. 

Mr. Buare. But it is in qperation. 

Mr. Easton. Whether you would call it on a commercial basis, I 
could not say. They would have tosay. The continuous-casting ma- 
chine at Allegheny Ludlum’s Watervliet, N. Y., plant was of a pilot- 
plant nature, and has not been in operation for, oh, I would say, 2 or 3 
years or so. 

Senator Dirksen. That is your old company, is it not? 

Mr. Easron. Yes. 

Senator Dirksen. How long were you with Allegheny Ludlum? 

Mr. Easron. Approximately 15 years. 

Senator Dir«sen. Fifteen years ? 

Mr. Easton. Yes. 

Senator Dirksen. You have been away from there how long? 

Mr. Easton. Approximately 5 years. 

Senator Dirksen. Did they have this machine underway when you 
were there ¢ 

Mr. Easton. Yes. I worked on that machine myself for 3 years, 
I believe. 

Senator Dirksen. Is it a continuous-casting machine? Was it 
used as a continuous-casting machine? 

Mr. Easton. It was used to determine whether or not steel could 
be continuously cast. 

Senator Dirksen. Then it is really a pilot-plant operation, just a 
tryout. 

Mr. Easton. Yes. It had only a 214-ton furnace associated with it. 

Senator Dirksen. Two and a half tons. 
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Mr. Easton. And it cast very small amounts of steel, not over, oh, 
50 tons a month would have been an unusually active month. 

Senator Dirksen. By the way, what was Allegheny Ludlum’s an- 
nual production when you were there ? 

Mr. Easton. I am sorry; I could not say, sir. 

Senator Dirksen. Two million tons a year, a million tons? 

Mr. Easton. I could not even guess. 

Senator Dirksen. Five million ? 

Mr. Easton. I am sorry. 

Senator Dmxsen. I was just trying to get a picture here of the 
capacity of one of these machines against overall production. 

Mr. Easton. Well, it would have been 

Senator Dirxsen. Infinitesimal ? 

Mr. Easton. Yes. 

Senator Dirksen. Suppose it was in operation at capacity, a machine 
like you describe here, what percentage would that be of Allegheny 
Ludlum’s production ? 

Mr. Easton. A machine similar to the one now in use at Atlas Steels 
in Canada—perhaps I can best answer that question by saying that the 
machine at Atlas has produced approximately 2,500 tons in 1 month’s 
operation. 

Senator Dirksen. Twenty-five hundred tons? 

Mr. Easton. Yes. 

Senator Dirksen. Is Atlas a small mill? I do not know anything 
about it. 

Mr. Easton. They are, I believe, the largest Canadian producer of 
stainless steels. 

Senator Dirksen. Stainless steels; I see. 

Mr. Easton. They are not large by American standards, I would 
say. 

Manater Dirksen. You see, Mr. Easton, I have been trying to hook 
your testimony into the general objectives of this committee—— 

Mr. Easton. Yes. 

Senator Dirksen (continuing). To see if this isa way to save money 
and get a lower price for stel, even including the elimination of man- 

»ower, Which certainly the Steelworkers would not like very much, 
suppose. 

The question is: How many of these machines would you have to 
have to displace the open-hearth production of a given steel mill, how 
much would it cost to install them, and finally, what they were going 
to do about the money? You see, you cannot throw a mill right out 
of the window and put in a new one without getting a little money 
around somewhere with which to build it. 

Mr. Easton. Yes. 

Senator Dirksen. The steel people were before us and testified as to 
these almost fantastic amounts that are necessary by reason of going 
down to Africa to explore for iron ore, build a railroad 300 miles long 
to get the ore to port, with a potential investment of $400 million. Of 
course, it takes money to do that, and if you cannot borrow it out of 
the market, you have to get it out of your earnings. Then you have 
got to get back to steel prices. Then the question is, How much of 
these machines would Bethlehem, for instance, have to have to replace 
their present capacity, what would it cost, what would they use for 
money, what is the impact on profits and production, and so forth? 
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Mr. Easton. Yes. 

Senator Dirksen. So that becomes a terrific problem. 

Mr. Easton. Yes, it does. I do not believe you can economically 
replace existing blooming mill installations with this process; that is, 
if the blooming mill is alre: idy there, you certainly cannot save any- 
thing taking it out and putting this in. 

So this process has no appeal from this point of view, and it should 
have appeal on new construction only. 

Senator Keravuver. Or when the existing process wears out. 

Mr. Easton. Yes. 

Mr. Dixon. Could it not have some utilitarian purpose in a limited 
operation because of the relatively small cost that would be entailed 
here ? 

Mr. Easron. Yes. That is one of the more appealing features of it. 
The minimum-size installation is quite sharply reduced compared with 
conventional production facilities. 

Senator Krrauver. I do not think you have gotten to it yet, but I 
notice on page 4 of your statement you say it is ; reported that Russia 
expects to continuously cast 20 percent of their total production by 
1960. 

Mr. Easton. Yes. 

Senator Kerauver. Where do you get that from ? 

Mr. Easton. The words there, “it is reported,” are unfortunate. 
I had thought that that had been published. Looking for the source 
of it during the past couple of days, I have been unable to find it. 

I obtained the information verbally from a visitor returning from 
a survey of the Russian iron and steel industry. He attributes the 
remark to their Vice Minister of Production for the steel industry. 

The statement was that for approximately half of the new produc- 
tion installed in the 5-year plan ending in 1960 it is planned to use the 
continuous casting process rather than. conventional ingot pouring and 
blooming mills, largely due to a shortage of mill- building capacity. 
That is, a large portion of the added Russian capacity is planned to 
be in flat-rolled products rather than in bars and billets, which for- 
merly had constituted the main bulk of Russian production. 

The same type of mill-building equipment is required for strip mills 
and sheet mills as is required for blooming mills, and that by using 
continuous casting as a source of semifinished slabs a lar ger proportion 
of the mill- building capacity could be devoted to finishing mills rather 
than slabbing and blooming mills. 

Now, that is—that statement as to what the percentage is, and so 
on, is not substantiated, so far as I know, in technical publications or 
in the papers. It was reported to me verbally by a returning visitor, 
that is all. 

Senator Dirksen. Why would their accent be on flat stock? I sup- 
pose you mean sheets and plates, and such things, as distingyished 
from bars and rounds, rods? 

Mr. Easton. Well, 1 am not perhaps qualified to answer that, except 
that as compared with American steel production the emphasis in 
Russia always has been toward bars, bars and structural products, as 
opposed to sheet and strip, possibly because a larger proportion of 
sheet and strip perhaps go into consumer goods rather than into heavy 
industry, war production, and so on. 
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Mr. Drxon. Mr. Easton, is it not possible that production could be 
characterized as low-carbon steel products? Is not that where per- 
haps most of their emphasis is placed ? 

r. Easton. Well, I think most of the steel produced in Russia is 
no doubt of that type, as it is here. 

Mr. Drxon. We hear it referred to that approximately 50 percent 
of the production in this country is low-carbon steel. 

Mr. Easton. Yes. 

Mr. Drxon. Certainly, in Russia it may be even higher. Is that 
not so? 

Mr. Easton. I could not say actually. I would say, though, that 
in both places, certainly low-carbon steel would be by far the greatest 
single classification. 

Senator Kreravver. Mr. Dixon referred to the Gorky works, which 
has been in industrial operation since 1955 for continuous casting. It 

says here that the output, with 2-strand working 55-70 tons per “hour, 
in a year would be over a half million tons, would it not ? 

Mr. Easton. Yes. 

Senator Kerauver. Would that not be a considerable, sizable 
operation ? 

Mr. Easton. Yes, it would. The difficulty, of course, will be in 
keeping the machine operating at that rate a ‘large proportion of the 
time. I would say that from the information given in their technical 
papers, the actual use of the machine at that rate for as much as 30 
percent of the total time would be considered very good. So that 
they quote there, and I am quite sure, the actual operating rate rather 
than, the average operating rate. The average operating rate would 
be possibly « a third of that or so. 

Judging by our own experience and the experience of some of the 
other plants in commercial operation, I would say that is so. 

Senator Keravver. All right, sir, you go ahead. 

Mr. Easton. All right. The process has been in commercial use 
in the brass, copper, and aluminum and magnesium industries for 
some time. But it is only within the past few years that materials 
and techniques have been developed which make it usable for steel. 

Specifically, I would say that was in 1949 or so that the first suc- 
cessful casts of steel were made on machines of this type. That being 
done almost simultaneously at the Allegheny Ludlum Watervliet plant 
and at the Junghans plant in Germany. 

Senator Dirksen. Is Allegheny Ludlum going ahead with it or is 
it still in the pilot operation after the period of time? 

Mr. Easton. No; I believe they have abandoned the pilot opera- 
tion. Whether or not they are considering going ahead with a com- 
mercial installation, I cannot say. Since one > of the main purposes of 
the process is to replace or supplement blooming capacity and since 
they have recently completed fairly large blooming facilities at each 
of their plants, I would assume that they are not going into it actively 
immediately. There is actually very little justification for their 
doing so from the point of view of their actual needs. 

Senator Dirksen. Mr. Chairman, I do not suppose it will be neces- 
sary to have somebody from Allegheny Ludlum to come down here, 
but I believe the staff ought to get a memorandum from them. 

Senator Keravuver. I think it would be very well to do so. I will 
ask Mr. Dixon to ask them what their experience has been, what their 
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reaction to the process is, their future plans, what possibilities they 
feel this new process has for the industry generally. 

Mr. Easton. Yes. 

(The information subsequently furnished by Allegheny Ludlum 
Steel Corp. may be found in the appendix on p. 1416.) 

Senator Krerauver. You have been connected with this process, as 
I take it then, for quite a number of years ? 

Mr. Easton. Well, since 1949, which is what—8 years now, approxi- 
mately. 

I was saying it is only within the past few years that materials 
and techniques have been developed which make the process appli- 

‘able to the steel. This is due to the considerably higher temperatures 
involved in casting steels. It is 2,950 degrees Fahrenheit for steel, as 
compared with 2,150 or so for brass, and the far greater erosive effect 
of molten steel on refractories. 

Another major factor delaying the development of the process for 
use in the tonnage steel field has been the relatively large size of steel- 
making units and the consequent large volume of metal to be handled, 
requiring a machine of far greater size and cost than is normally in- 
cluded in a research and development budget. 

Diagram 2 shows the relative size of an existing continuous casting 
machine, making brass slabs, and of a machine proposed for making 
slabs from steel from 200-ton capacity open hearth furnaces. 

Sketch 2 is this one. 

Senator Kerauver. You mean the machine on the right is the size 
that you would have to have for making steel the same size slab that 
you 

Mr. Easton. Well, the size of the slab has to be larger, too. The 
trick is in steel to get rid of the product of a melting furnace, to get 
rid of the batch, whatever its size may be in the time that i is ave Lilable, 
reer the steel falls below usable temperature or before the steel 

‘eacts and washes the refractories in the ladle or in the tundish. 

Mr. Dixon. Reducing that down to a size we can all understand, 
70 feet, that is a 10- story building ? 

Mr. Easton. Something of that order, I suppose. It is a good-sized 
thing, sir. 

We feel that to handle steel on a commercial basis we should be 
able to cast within an hour or so. Now, the machine shown here for 
steel is actually only one-half of the machine that would be required. 
It would take 2 units of this size to handle a 200-ton open hearth heat 
in an hour or so into a slab of the general order of 6 or 8 by 48 inches 
wide. 

Mr. Drxon. May I interrupt you a minute just to make that a little 
clear ? 

Mr. Easton. Yes. 

Mr. Dixon. We have been led to believe from some of the talks 
we have had with various technicians that a very large open hearth 
furnace to date might turn out up to 600 tons. Of course, that would 
take 6, 7, or 8 hours that would bring it to the point of where you 
could begin to use it. 

Mr. Easton. Yes. 

Mr. Drxon. Of course, we will later bring out in these hearings an 
explanation of the use of the oxygen converter which is not that large, 
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but which does not take near that long to turn out. It may be turned 
out in something under an hour or something like that. 

Mr. Easton. Yes. 

Mr. Dixon. If you say you could with one of these large machines 
handle 200 tons in 1 hour, what problems would you have with the 
present-day steelmaking with the use of the open hearth? Would 
that give you some difficulty of handling the metal or not? 

Mr. Easton. Yes; it would. The open-hearth furnace and the con- 
tinuous casting machine do not fit together very well. The casting 
machine, by its nature would prefer, as a source of molten steel actu- 
ally a truly continuous process with steel coming to the machine at 
a steady rate of something in the order of 50 or 100 tons per hour. 

Mr. Drxon. So the oxygen converter would be 

Mr. Easton. Yes. Small, relatively small frequent batches, on a 
predictable time schedule would certainly be the preferred source. 

The open-hearth furnace, on the other hand, you get this tremen- 
dous size of the individual batch, which will come to you from a single 
furnace anywhere from 8 to 12 hours or so between batches, relatively 
unpredictable. The tendency when you get into multiple units, shops 
‘having 5 to 10 open-hearth furnaces, the tendency always seems to 
be for the heats to become bunched. All the furnaces will be ready 
to pour in a relatively short period of time and then you will have a 
long pause when nothing is ready. 

That does not fit very well with the continuous casting. 

Mr. Cuumeris. Mr. Easton, going back to Senator Dirksen’s orig- 
inal question, then a steel company that just put in some new open- 
hearth furnaces would have quite a problem to use your particular 
machinery ? 

Mr. Easton. Yes; I would say it would be out of the question under 
those conditions. 

Mr. Cuumerts. Therefore, the steel company would not only have 
to consider the replacement of what the job this machine will do, but 
will have to consider its whole pattern to determine whether it is 
economically feasible for them to make the change ? 

Mr. Easton. Yes; I would say so. We feel the process can be used 
with open hearth furnaces up to 200 tons or so, I would say, possibly 
with future developments that size might be considerably raised, 
but it is certainly not at the moment usable with what we would 
consider modern size open hearth furnaces of 300 or 400 tons or 
more. 

Mr. Dixon. The reason I interrupted you, Mr. Easton, at this point 
was to bring that very fact out. 

Mr. Easton. Yes. 

Mr. Drxon. Because I believe, Mr. Chairman, as the other wit- 
nesses appear, it has become increasingly clear how these several 
processes could fit together very well for a limited operation. 

In other words, it is quite efficient, but certainly on a limited scale. 
If you wanted to be rather corny about, it, practically on a mobile 
scale compared to what present-day steel is. 

Mr. Easton. Yes. 

Senator Keravver. Do you agree with that, Mr. Easton? 

Mr. Easton. Yes, indeed, straight through. 

Senator Keravver. All right. 
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Senator Dirksen. At this point, tell me, has United States or Beth- 
lehem or Inland or Jones & Laughlin or National or any of the steel 
ee given attention to this and done some research work in this 
field ? 

Mr. Easton. Yes, they have. Inland Steel Co., it is about a year 
and a half ago, did quite a program jointly with Koppers Co., and 
Atlas Steels, Ltd., in Welland, Ontario. The program used the 
Atlas machine and Atlas melting facilities for a series of test runs 
on types of steel which Inland normally produced, to determine 
whether those types of steel could be cast by this process, and, if 
so, what rates could be expected for production operations, and what 
quality levels might be expected, and what degree of dependability 
of operation might be expected. 

That program included the casting of, oh, twenty-odd heats of steel 
in types in which Inland was interested. The results of that pro- 
gram have been reported, those results generally being that it was 
determined that you can cast low-carbon steels by the process at rates 
commercially attractive, but that the limitations of the process were 
such that they determined it was not usable in the open-hearth shop 
for which they had been considering it. 

In other words, we determined just about what we have just been 
talking about, that the fit between the continuous: casting process and 
the typical open-heart shop is not a good fit. 

Senator Dirksen. That would demonstrate that the steel com- 
panies are aware of these new techniques in steel ? 

Mr. Easton. Yes. 

Senator Dirksen. And do keep abreast of them ? 

Mr. Easton. Several other steel companies have had programs on 
a smaller scale of renting either the Atlas facilities or Allegheny 
Ludlum’s while they were working for investigations of casting “steels 
of particular types that they were interested in. 

Senator Keratuver. Mr. Easton, how about United States Steel 
and Bethlehem, the large producers, are they experimenting with it or 
making any use of it or tr ying to develop it ? 

Mr. Easton. As to United States Steel, I do not know. As to 
Bethlehem for its tonnage steels, I do not know. Bethlehem had a 
series of test runs at the plant at Watervliet, Allegheny Ludlum’s 
plant at Watervliet, some years back investigating the process for 
some use in their tool steels. 

Senator Keravuver. Have you heard any reports about that ? 

Mr. Easton. Well, as to the results of those tests on the tool steels? 

Senator Krrauver. Yes. 

Mr. Easton. They determined, I believe, that the steels in which 
they were interested could be cast by the process but it wasn’t attrac- 
tive enough for them to go into at that time. This is, oh, 3 or 4 years 
ago, I believe. 

“From that point of view, they are watching, I would say, the per- 
formance of the machine in Canada. As reports 

Senator Keravver. Is the machine in Canada in commercial opera- 
tion 7 

Mr. Easton. A portion of the time I would say it is in commercial 
operation, and for a portion of the time they are doing developmental 
work aimed at broadening the range of products that they can 
produce on the machine. 
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Senator Keravuver. All right, sir. 

Mr. Easton. Since the advantages of the process are most obvious 
in the high-priced steels, most of the research and development has 
been on relatively small machines in the fields of stainless, tool, and 
other special steels, many of which are now produced commercially by 
this process in Europe and Canada. 

In the tonnage steel field, we believe that the pilot plant stage has 
been passed by test runs on small machines and that the next logical 
step is toward full-sized machines of production type located and 
operated as production machines. After successful operation of one 
or more such machines, we would consider the process ready for full 
commercial application to tonnage steels. 

There are machines stated to be operating profitably in tonnage 
steels in France and Germany and reported in successful operation 
in Russia, but not at what would be considered acceptable produc- 
tion rates in the United States. 

Then there was the comment that Russia expects to cast 20 percent 
of their total steel production by 1960. 

Senator Dirksen. That was that verbal report you were referring 
to? 

Mr. Easton. Yes. Assuming acceptable technological performance, 
a comparison of continuous casting with conventional processing in- 
dlicates the following advantages: 

First, lower capital costs, particularly for new installations and for 
small] installations, largely due to elimination of operations and the 
equipment required for them. 

Senator Kerauver. Right at that point now, Mr. Chumbris asked 
about this language here on the chart: 

A small mill with this sort of equipment can turn out specialty products in a 
quantity tailored to a small local market. Two such mills are now in the offing. 

Would you elaborate on that? If this is successful, it might be a 
means of getting equipment to Tennessee or Wyoming or Wisconsin, 
places where you have small spottages of good low-grade ore. 

Mr. Easton. Yes. 

The process would fit very nicely with the oxygen converter or 
electric furnace for plants of that type. Actually, rather than 
searching out small deposits of ore, I would believe that the more 
reasonable beginning would be to use an electric furnace with the 
locally available scrap, processing that scrap in the electric furnace 
into steels of the types locally needed and making small billets in a 
casting machine and using small merchant mills to produce such 
things as reinforcing rod or small bars, wire, the sorts of products 
that can be produced on relatively inexpensive finishing mills and 
whose uses are general in almost any area. 

Mills of that sort, using electric furnaces, continuous casting ma- 
chine and small finishing mills certainly could produce at lower costs 
than similar mills with conventional facilities and particularly mills 
of that sort could be built to produce economically in much smaller 
total size of installations than is possible with present processing 
equipment. 

Senator Keravver. Involving less capital costs than present. proc- 
essors ? 











ADMINISTERED PRICES 703 


Mr. Easton. Yes; or also involving capital costs at perhaps sim- 
ilar rates per ton installed but with a lower minimum requirement as. 
to the size of the installation to get a reasonable rate. 

Senator Krravver. Since I mentioned the states of Wisconsin and 
Wyoming, Mr. Bolton-Smith is here representing Senator Wiley, and. 
Mr. O’Callaghan is representing Senator O’Mahoney. If you want to 

take up for your States in any way, you may do so. 

Mr. Botron-Smiru. May I ask a question, Mr. Chairman 

Senator Kerauver. And Illinois, too. And Miss Brooks is here 
representing Senator Hennings. 

Mr. Bouron-Smiru. Are there types of high-grade ore in Wis- 
consin ¢ 

Mr. Easton. I could not say. 

Senator Kerauver. Somewhere, somebody told me there was. I do 
not know where I got that. 

Mr. Botron-Smiru. I will ask that from a later witness, and that 
is more in the field of metallurgy, I suppose. 

Mr. Easton. No doubt. 

Senator Keravuver. I understand in northwestern Wisconsin there 
is some very good ore. 

Mr. Botron-Smiru. Your mill ideally, as you see it now, would 
handle steel at about what rate per hour or day? What is the ideal 
capacity ¢ 

Mr. Easton. It is hard to fix an ideal capacity without knowing 
the specific product involved, but to make such things as concrete 
reinforcing rod, we have a casting machine designed for producing 
4-inch square billets, billets of that general size, which would be 
suitable for that sort of work, which will handle something of the 
order of 120,000 to 150,000 tons per year. 

Mr. Bouron-Sairu. And that 

Mr. Easton. That would be perhaps a typical size at which you 
could assemble an economical local steel mill. 

Mr. Borton-Smiru. Would that be the type of steel which could 
be used in making the very fine tools which Wisconsin is famous for? 

Mr. Easton. It could be done. There is nothing about the process 
that limits the types of steel that it can make. 

Senator Dirksen. Mr. Easton, are there any mills that depend en- 
tirely on reinforcing rods to stay in business, or on tool steel, of any 
consequence? I am concerned about the economics of the thing. 
After a while, you run out of the market on reinforcing rods, and if 
that was a good dish, then all these little mills would be in the re- 
inforcing rod business. After a while they would all dry up, and 
the other mills would still be here, and they would be competing for 
that business. What is the economic basis for this ¢ 

Mr. Easton. Other products also, such as wire, bars suitable for 
agricultural use, small structural shapes such as little angle irons, 
things of that nature, can all be produced from small billets of this 
nature in relatively inexpensive finishing mills. 

There are quite a few plants operating in the United States making 

ust that sort of thing, using now either purchased billets which they 
a from the larger steel companies, or using scrap rails, for example, 
things of that nature. 
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Senator Dirksen. Actually, they are really fabricators; are they 
not ? 

Mr. Easton. Well, I believe they consider themselves to be steel 
mills rather than fabricators. I mentioned reinforcing rods, since 
that is one of their customary products of that type of mill, for which 
there is a fairly wide and continuous general waited, 

Senator Dirksen. But you do agree there is an economic difficulty 
here. I do not know how large a mill has to be to stay in business, 
whether it is 50,000 tons or 100,000, or what kind of a market it has 
to have. But there has to be business, and a mill has to get enough 
business to sustain itself. Otherwise, you just cannot continue to 
operate. 

Mr. Easton. That is right. 

Senator Dirksen. I would think there would have to be some di- 
versity of products in order to do so. So when you look at a little 
mill, you are up against a market problem right off the bat. 

Mr. Easton. That is right. 

Senator Dirksen. How many angles, how many channels, how 
many shapes, rounds, rods, sheets, everything else. 

Mr. Easton. Yes. 

Senator Drrxsen. Whether this kind of a mill could do it eco- 
nomically. 

Mr. Easton. Well, a market survey certainly would be in order 
before a mill of this type is constructed. 

Senator Drrksen. There are, of course, small mills, but they are 
integrated into a company, usually, which manufactures other things: 
wire for barbed wire, nails, all that sort of thing, fencing. But, you 
see, it is only ancillary to that. 

Mr. Easton. Yes. 

Senator Dirksen. Not just a steel mill sitting off here by itself. 

Mr. Easton. Well, there are small steel mills handling local scrap 
for the local market, for the market extending through a State or two. 

But so far as handling small ore deposits, there are other means 
of converting iron ore into iron, into steel, than by the blast furnace, 
such as smelting in electric furnaces and direct reduction processes 
that are now in the development stage which might well be used with 
oxygen converter again to build steel plants of somewhat smaller 
total annual capacity than are now economical. 

Senator Keravuver. Mr. O’Callaghan, do you wish to take up for 
Wyoming at this time? 

Mr. O’CatiaeHan. I would if I could. We have one of these low- 
grade iron-ore deposits in Wyoming which we are very anxious to 
develop, and in fact, we are waiting right now for a decision from 
United States Steel which it is contemplating. 

The United States Steel present plan, if they go through with it, 
would be to move that ore to a plant at Geneva, Utah, but your re- 
marks with respect to this continuous process and its possible local 
use led me to wonder if this situation of an isolated ore body in 
Wyoming—and it is isolated, they will have to build, I think, a 90- 
mile railroad spur to get in to 1t—if this process, along with the 
oxygen converter, and assuming a market, would make it possible, 
say, to have a small local steel plant in an isolated area such as South 
Pass, Wyo. 
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Mr. Easton. Well, the combination of continuous casting machine 
and oxygen converter, and perhaps electric smelting or direct reduc- 
tion, certainly should be considered in relationship to small ore de- 
posits of that nature. 

I think they present possibilities of development of such ore bodies 
that up to now have not been in existence. 

Mr. Drxon. Mr. Easton, again I would like to interrupt you, and 
we may as well bring it out, it is going to be developed here by another 
witness. 

There is another technological advancement which is called a plane- 
tary mill which completes that picture up there, which takes the place 
then of the rolling mill. And then you have really got the limited 
operation in being. 

Mr. Easton. Yes. 

Mr. Dixon. You are familiar with the planetary mill. I will not 
ask you to describe it, because there is an expert coming to describe it. 

Senator Dirksen. Have him give a little description. I am think- 
ing now of Sputnick and outer space, so tell us now what a planetary 
millis. You have got me right up in the stars now. 

Mr. Easton. Well, could the other gentleman give a brief descrip- 
tion at this time? 

Mr. Dixon. He isnot herg. He will be here tomorrow. 

Senator Dirksen. Do you know what a planetary mill is? 

Mr. Easton. Ina very general way. 

I describe this as a man who has seen one once. 

Senator Dirksen. You are a steel man, and we are not, and you tell 
us what a planetary steel mill is, and then I will not be lost. 

Mr. Easton. If you will accept it as a very inexpert 

Senator Dirksen. We will check it, of course. 

Mr. Easton. In general, it is a type of mill for the production of 
hot-rolled strip from finishing billets such as the continuous casting 
machine produces, of much smaller space and equipment require- 
ments than the normal hot-rolled strip mills. 

In brief, it consists of two series of rolls mounted in—this is hard 
to do without diagrams—it consists of two groups of small rolls 
mounted around the outside of a cage, with an internal roll supporting 
them, one being above and one being below the steel that is to be 
rolled. : 

Then these things roll around with each of the little rolls taking a 
small bite of the slab and producing on a single passage of the ab 
or billet through the mill, a reduction down into hot-rolled strip sizes. 

So that on a single pass through the mill, the reduction size may 
be from a slab such as 15 by 214 down into a strip of the order of 
15 by .050, something of that nature. 

Senator Dirxsen. Then instead of taking, say, like you do in the 
aluminum mill, a 10-inch slab to reduce it to 8, to 6, to 5, and to 4, 
and then ultimately the size you want, you just take a little corner 
with those rollers, and then in the next process another little corner, 
and you get the same effect in the end. 

Mr. Easton. That is right. Rather than going through a con- 
tinuous series of rolls, each in a separate stand, which gets to be a 
large and expensive installation, the planetary mill gets the same total 
reduction in a single pass through a single roll-housing unit, by means 
of these two sets of planetary rotating rolls. 
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The daily capacity or hourly capacity of such a mill does not 
approach the tonnages producible in a continuous type of hot-strip 
mill, but it is pretty well in line with the capacities of a single con- 
tinuous casting machine, and reasonable sized melting facilities for it. 

So, here again, the two processes would seem to fit very nicely 
together. 

Senator Keravuver. All right, sir. 

Anything else? 

Mr. O’CaLLaGHAN. No, sir. 

Senator Kreravuver. You may proceed, Mr. Easton. 

Mr. Easton. Yes, sir. 

We were discussing the advantages of continuous casting, assuming 
acceptable technological performance. 

Another advantage is the reduction of the minimum economical size 
of the captive steel plant producing steel for use of the parent manu- 
facturing company. By that I mean some manufacturing company 
requiring large amounts of forging billets, or some product of that 
nature, might. be able to economically justify a small steel plant using 
the continuous casting process where they could not do so with 
present processing. 

Another type of advantage is lower operating costs due to eliminated 
operations and personnel. 

_Also, approximately 18 percent greater productivity with any 
given molten metal supply, mostly due to elimination of the cropping 
resulting from ingot ends which now causes about 16 percent of all 
the metal cast to be returned to the melting unit for reprocessing. 
That was discussed earlier. 

Also, approximately 4 percent conservation of iron, which we also 
discussed earlier. 

As to the future use and acceptance of the process, there are prob- 
lems involved in the use of continuous casting with very large open- 
hearth furnaces which will no doubt delay general use of this com- 
bination. 

With this exception, we would expect a major part of all new 
capacity to use continuous casting, once it has been demonstrated in 
a tonnage operation. 

It is particularly well matched to oxygen converter and electric 
furnace steelmaking, and we expect it to gradually grow to form a 

major part of the Nation’s steel processing capacity. 

Senator Drrxsen. As a guess, Mr. Easton, when would you say 
you would get to that point where it would form a major part of our 
steel-producing capacity ? 

Mr. Easton. Well, assuming that we were able to go ahead right 
now witha 

Senator Dirksen. You cannot make that assumption. You will 
just have to assume what the situation is at the moment, and what 
your experience is. Since you said this is in a development stage, 
I think you had better start at that point. 

Mr. Easton. All right. 

Senator Dirksen. And estimate the time factor. 

Mr. Easton. Well, this is hard to estimate, because decisions by 
other people will, of course, we involved. I would hope to have with- 
in the next year or so an order to build a full-sized machine such as 
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the one shown on diagram 2 for some major producer of tonnage 
steels. 

Approximately a year after the date of order, we could plan on 
having the machine built and in the phase of starting up. 

I would say approximately a year after that, we could expect it 
to be producing as a regular production tool, fairly well through 
the stage of getting the bugs out of any such machine, such as there 
are in any new process, in a scaled-up version of a previously smaller 
machine. 

Senator Dirksen. That would be 3 years. 

Mr. Easton. Thereafter, I would ‘expect the process to be fairly 
widely used. What it needs mainly is the one machine of major 
size to demonstrate what, up until now, are largely theoretical 
advantages. 

Senator Dirksen. Have you seen any of these machines in opera- 
tion in France, or Germany, or in the Soviet Union ? 

Mr. Easton. No. I have seen a machine in operation in England 
at the United Steels, Ltd., in Barrow-in-Furness, which is a rela- 
tively small machine. I have not seen any of the others in operation. 

Senator Dirksen. Do you know whether the representatives of 
the major steel companies have had people over there looking at 
those machines ? 

Mr. Easton. I am quite sure they have. We very often speak to 
people who have seen them on trips for the major steel companies. 

Senator Dirksen. I should think you would take yourself a trip 
and go ahead and take a look. 

Mr. Easton. I would be delighted, sir. Trips of that nature have 
been scheduled in the past, and one thing and another has prevented 
the actual taking of them. 

Senator Dirksen. You see, we had a quorum of both House and 
Senate over in Europe today, but what we need is a steelman to go 
over there and come back and tell us about it. 

Senator Kerauver. In the information from the State Depart- 
ment, do we have any more details as to the operation of any of 
these mills in foreign countries ? 

Mr. Buatr. We have received, Mr. Chairman, reports from 

Senator Keravuver. If you will summarize that. 

Mr. Buarr. From Vienna and Stockholm which contained infor- 
mation on continuous casting. I shall try to summarize what these 
two reports have to say, very briefly. 

In Austria, accor ding to the report from Vienna, there are two con- 
tinuous-casting plants in operation. The report goes on to say, and 
I am quoting: 





(a) The process is in commercial operation for certain types of steels both 
at Kapfenberg and at Wartberg. 

(b) Both firms are reasonably successful in their operations. However, 
further development work is going on in order to expand the range of types of 
special steels converted from molten steel into semifinished shapes by con- 
tinuous casting. 

(c) Principal advantages are: Avoidance of losses by cropping; no ingot 
molds and no stripping equipment; no blooming mill and no soaking pits; same 
quality as steels manufactured by conventional processes. 

(d@) First costs are only a fraction of the investment cost of conventional 
type equipment. 

(e) This new technique is now gaining headway only at a comparatively 
slow rate, largely due to the considerable pioneering difficulties encountered and 
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to the natural tendency of potentially interested firms to wait until others 
had led the process out of the experimental stage. 
(f) Pioneering work was done by large and medium sized firms. 


The report from Stockholm states : 


Since 1954 continuous casting (Junghans-Rossi) has been in commercial op- 
eration at Nyby Bruks AB for the production of stainless steel slabs, Opera- 
tion is reported to be successful. The principal advantages are said to be con- 
siderably higher output, and elimination of the blooming mill for which the 
capital cost is said to be many times larger than that for the casting machinery. 

Senator Keravuver. That is submitted by our commercial attaché 
in Sweden ? 

Mr. Buatr. Stockholm. 

In addition, this article in Technological Review of the U. S. S. R., 
apparently i mn "the current issue, lists 31 continuous casting machines 
located in various parts of the world, either in operation now or now 
being constructed. 

On those 31, 13 are designated in the article as “industrial” as con- 
trasted to the article’s other designations of pilot or experimental. 

Apparently, then, according to this article, the inference would 
be that there are throughout the world 13 continuous casting machines 
which have reached a stage beyond pilot or experimental works. 

Would that accord with your general impression ? 

Mr. Easron. That is in general agreement. There iS, of course, 
quite a range of opinion as to what constitutes commercial or indus- 
trially acceptable operation, as to which, in general, a much lower 
level of activity is considered to be commercially acceptable in Europe 
than here. 

Senator Kerauver. Mr. Dixon, do you have any other summaries 
that are important to be put in here ? 

Mr. Dixon. We have one here, Senator, which came from the Lux- 
embourg mission, and it summarizes a conversation and a letter which 
was received from Mr. J. E. Brassert. 

Mr. Brassert’s father, H. A. Brassert, was connected with the de- 
velopment and the technique that is presently being used in the oxygen 
converter. 

Senator Kerauver. Are we going into the oxygen converter later on ? 

Mr. Drxon. We will. It may be well to summarize that later. 

Senator Kerauver. Any other questions of Mr. Easton ? 

Senator Dirksen. One question. 

What other company, other than Koppers, is carrying on develop- 
ment work of a like nature with a machine which is essentially similar 
in character ? 

Mr. Easton. Babcock & Wilcox. 

Senator Dirksen. Those are the only two? 

Mr. Easton. To the best of my knowledge. 

Senator Dirksen. How far have they gotten with their pioneer- 
ing work ? 

Mr. Easton. I cannot say, sir. I am not familiar with their opera- 
tion on a close enough basis to be able to say. 

Senator Dirksen. Are they on a license basis, also ? 

Mr. Easton. Not from our group. Whether they have license ar- 
rangements with someone else, again I cannot say. 

Senator Dirksen. So your company’s function in this picture under 
this license is to produce these machines for steel companies ¢ 
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Mr. Easron. Yes. 

Senator Dirksen. That is all. 

Senator Kerauver. Do you have any questions, Mr. Bolton-Smith ? 

Mr. Bouron-Smitu. Yes, Mr. Chairman. 

Can you say what the comparative costs for a ton of steel would be- 
as between the continuous process and the conventional process now 
used ? 

Mr. Easton. In a very general way, on 1 or 2 products that have 
been fairly closely studied. 

On small square carbon steel billets, such as 4-inch square, we be- 
lieve we can produce continuous cast billets somewhere in the neigh- 
borhood of $5 to $6 a ton lower cost than by the conventional methods, 
that being somewhere in the neighborhood of 8 percent, I would say. 

Mr. Botron-Smiru. Just one other question: What about the raw 
material added to the iron ore? Is the weight of raw material that 
has to be added to the iron ore the same under both processes? I am 
thinking about the transportation problem to an isolated, small ore 
body. 

Mr. Easton. With the expected 4-percent savings in the actual 
amount of iron ore, iron ore required for production at a given rate of 
finished product, that 4 percent would c: urry through all materials. 

Mr. Bouron-Smirn. The material savings would come from the 
electric-furnace process, or something of that sort, versus the open 
hearth ? 

Mr. Easton. The material saving would come from the elimination 
of that cropping and remelting, and the losses in melting resulting 
from it. ' 

Senator Kerauver. Mr. Chumbris, any questions ? 

Mr. Cuumpris. No, sir. 

Senator Krerauver. Mr. O’Callaghan ? 

Mr. O’CaLLaGHAN. No, sir. 

Senator Kerauver. Mr. Easton, we are very grateful to you for 
coming here and telling us about this, though it is not a new process, 
but I am sure it is the first time many ‘of us have really understood it. 

Its importance, I think, is that both Mr. Blough, of United States 
Steel, and Mr. Homer, of Bethlehem, testified that in the years to 
come there is going to have to be a substantial increase in production 
of steel, with the growth of the economy and the growth of the popu- 
lation. 

The question is, in connection with this expansion, about the con- 
sideration of possible new techniques which will save resources, which 
will enable us to have more competition by smaller firms, which will 
enable us to locate in decentralized areas where there are small sup- 
plies and build up the economy of those areas. From the defense 
standpoint, of course, it is necessary that we have as much diversifi- 

ation and decentralization as we can. 

This new development seems to be making substantial progress and 
it is commercially usable in a limited degree i in some countries that 
we have received information from. I think it is important that our 
committee and our Government be on top of the matter and that the 
steel companies consider very seriously, as I hope and feel that many 
of them are, the possible use of this and other new methods. 

We have suffered some substantial technological setback, with the 
Soviet getting the sputnik out first. But if we fall behind modern 
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methods of steel production, if we do not keep ahead of that, then that 
would be even more substantial as a loss to us. I hope and feel that 
the United States, which does have the biggest production, which has 
pioneered in steel, will be abreast and ahead of all new methods such 
as you have described here today. So I think your testimony will be 
of help to us and of help to the steel companies. Of course, they 
have been experimenting with it, and I am glad they have, and it is 
worthwhile information to the public, and I am sure of some hope to 
States that do have deposits and wondering what they can do to 
develop it. 

Is there anything you wish to add, Senator Dirksen ? 

Senator Dirksen. Your company is very aggressive in the field of 
research ? : 

Mr. Easton. I would say so, Senator. 

Senator Dirksen. Would you say the same thing of the steel com- 
panies? They are aggressive, too, in looking for new methods, new 
techniques constantly, new types? 

Mr. Easton. I would not feel qualified to express an opinion on 
that, sir, because I am not too closely involved with that, other than 
as it concerns this particular process. 

Senator Dirksen. Then, suppose you answer it this way: What 
about Allegheny Ludlum 5 years ago? You were still there at that 
time. Were they aggressive ? 

Mr. Easton. At that time, they were spending considerable amounts 
of effort and money to determine the capabilities of the process and 
to find as much. as they could about it. 

Senator Dirksen. And new techniques? 

Mr. Easton. Yes. 

Senator Kerauver. You say at that time. Have they been con- 
tinuing on? 

Mr. Easton. I can speak as to what was happening at that time. 

Senator Dirksen. It is fair to assume it still goes on? 

Mr. Easton. I would assume so; yes. 

Senator Keravuver. Is that a large steel company? Is it one of 
the big ones or 1 of the first 10? 

Mr. Easton. It is one of the largest, as I understand, in the stainless 
and specialty steel fields. 

Senator Kerauver. But it is not in comparison with total tonnage 
of United States Steel, Bethlehem, Republic, and those companies ? 
It is small compared with them in total tonnage? 

Mr. Easton. That is right, sir. 

Senator Krerauver. What is your general feeling, or, express it 
frankly, are we keeping up in the research and technological study 
of new methods of steel generally in the United States, aside from 
your company, or are we lagging behind? Or are you in a position 
tostate? Ido not want you to state unless you know. 

Mr. Easton. I can give my feeling, certainly, and my feeling is 
that we are keeping up, in general. There is, of course, a more 
firmly established standard method of production which in the United 
is on a much larger scale than elsewhere, and activity of develop- 
mental nature in new processes is actually—can be carried on, on a 





smaller scale, in countries where the general level of production is 
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much lower, For example, one of the reasons for more general use 
of continuous casting in Europe is the very fact that the smaller units 
possible with continuous — are more immediately required there 
than they have been in Americ: 

Senator Dirksen. By the w rach stainless steel was invented by an 
Englishman, was it not ¢ 

Mr. Easton. I believe so. 

Senator Dirksen. I believe it was. We have done infinitely better 
than the home of the inventor in that respect, have we not? 

Mr. Easton. I would say so. 

Senator Dirxsen. I would think so. 

Mr. Bratr. Mr. Easton, if I could make one concluding comment, 
or ask one question, a very large proportion and an increasing pro- 
portion of the iron ore used by the United States enterprises is being 
imported, is that not a fact, from Venezuela, Canada, from other 
sources throughout the world ? 

Mr. Easton. I believe that is so. 

Mr. Bratr. And it is certainly possible that, in the event of any 
hostilities, the importation of the iron ore upon which our indus- 
trial economy would depend might be impeded, cut off ? 

Mr. Easton. Yes. 

Mr. Brarr. And to the extent that that occurred, obviously, the 
greater the development that had occurred of our own bodies of iron 
ore which exists in scattered places throughout the country would 
be an asset to our national security ; would that not follow ? 

Mr. Easton. I would think so. 

Mr. Briar. Thus, one of the very real virtues of continuous cast- 
ing plus these other processes would be in the nature of creating 

capacity that would not be as susceptible to being shut down as 
would be existing capacity that is dependent now upon foreign ore ? 

Mr. Easton. Yes. 

Senator Dirksen. That is a strategic answer, Mr. Easton. 

Mr. Cuumpris. As I understand this, in Europe, because of the 
limited amount of production, it is much easier for them to convert 
to your type of machine than it would be for the American com- 
panies; is that correct ? 

Mr. Easton. I would say so. 

Mr. Cuumpris. And the American companies would have to con- 
sider their full patterns of production to determine when they can 
possibly replace their existing equipment with your equipment ? 

Mr. Easton. Well, I do not think it will be a matter of replacing 
existing equipment, except as it wears out. 

Mr. Cuumeris. Wears out? 

Mr. Easton. Deteriorates. 

Mr. Cuumpris. Then they have to consider not only that particular 
equipment but the other that works with it? As you said, the open 
hearth does not work well with yours; they have got to wait until 
that open hearth is replaced by the oxygen conver rter and also the 
equipment that has to be replaced by your particular equipment? 

Mr. Easton. Yes; that is correct. 

Senator Krerauver. I suppose part of the problem is that a lot of 
the European mills were knocked out during the war. 
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Mr. Easron. Yes. 

Senator Keravuver. So, they had to start all over again. But that 
is not true of the Gorky mill at Moscow and some of the other Russian 
mills; is it? 

Mr. Easton. No. They certainly have sere very active in this 
field, and their activity is based, apparently, ely on their own 
effor ts, and it is not a copying of our own an = yet techniques. 
It is very interesting, from that point of view, that most of the de- 
velopment is parallel rather than following our own. 

Senator Keravuver. Our next meeting will be at 10 o’clock in the 
morning. I want to have a brief meeting now with members of the 
committee, Senator Dirksen, and members of the staff. 

We will stand in recess until 16 o’clock in the mor ning. 

(Whereupon, at 12: 30 p. m., the hearing was recessed to reconvene 
at 10 a.m., Wednesday, October 30, 1957.) 
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WEDNESDAY, OCTOBER 30, 1957 


Unirep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE OF THE JUDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
424, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (chairman) and Dirksen. 

Also present : Paul Rand Dixon, counsel and staff director; Dr. John 
M. Blair, chief economist; Peter Chumbris, counsel for minority; 
Carlile Bolton-Smith, counsel to Senator Wiley; Dr. E. Wayles 
Browne, Jr., economist; Jerry A. O’Callaghan, legislative assistant 
to Senator O’Mahoney; Marcy Brooks, legislative assistant to Sena- 
tor Hennings; and George Arnold, administrative assistant to Sena- 
tor Neely. 

Senator Krrauver. The committee will come to order. 

Our first witness this morning is Mr. Fred V. Gardner, who over 
a period of many years has been an authority on profit management 
and control, a conservative businessman in his own right, and, in 
the opinion of the staff and those who know about him, Mr. Gardner 
is cai ined and tries to be helpful to business, management and the 
public, in connection with his studies, findings, and recommendations. 

Mr. Gardner is the author of Profit Management and Control, which 
is one of a series of McGraw-Hill industrial organizations and man- 
agement volumes. ‘This series has been published by McGraw-Hill 
Co. for use largely by management in the improvement of its opera- 
tions, in an effort to render better service, and also to have a more 
profitable operation for the companies involved. The study by Mr. 
Gardner was published by McGraw-Hill in 1955. I have not had a 
chance of reading it all, but have looked over it. It is factual and 
helpful. 

Mr. Gardner, will you tell us something about your background and 
yourself? I believe you live at Milwaukee, Wis. ? 


STATEMENT OF FRED V. GARDNER, F. V. GARDNER & ASSOCIATES, 
MANAGEMENT CONSULTANTS, MILWAUKEE, WIS. 


Mr. Garpner. That is right, sir. 

Senator Krrauver. We are sorry Senator Wiley could not be here 
this morning. Mr. Bolton-Smith is here representing him as counsel. 

Mr. Botron-Smirn. We are delighted to have Mr. Gardner here. 
He is a very outstanding man in Milwaukee. 
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Senator Kerauver. Miss Brooks is reporting to Senator Hennings, 
and Mr. Arnold to Senator Neely, and Mr. O’Callaghan to Senator 
O’Mahoney. We hope Senator O’Mahoney will be here later. 

Mr. Gardner, where did you get your education? Tell us some- 
thing about your background. 

Mr. Garpner. I came from the University of Missouri, Undergradu- 
ate School of Engineering, and Harvard Business School in Business 
Administration. I am a management consultant, with my office in 
Milwaukee, and specialize in the problems of break-even points. This 
field of break-even points started about 1930, in the depth of the 
depression, in the General Electric Co. It was used as a theory up 
until that time, professionally and by teachers. 

We applied it in the application of our work in the General Elec- 
tric Co. in the early thirties to control costs. Later in the thirties 
I went to Milwaukee, and have been in the consulting field since then, 
and am at the present time a director of some companies. 

Senator Kerauver. Will you tell us what companies you are con- 
nected with ? 

Mr. Garpner. I have been connected with Paragon Electric Co., 
Lakeside Laboratories in Milwaukee, and with several dozen others 
over 20 years. I was with the Wisconsin Central Airline, and at one 
time I was treasurer of the Chain Belt Co. in Milwaukee. I am also 
president of the Smith Steel Foundry Co., Steel Casting Co. 

Senator Keravuver. You are also a director of a number of other 
companies ? 

Mr. Garpner. Quite a few smaller companies. 

Senator Kerauver. Your attitude, as I understand it, is to try to 
be helpful to businessmen in suggesting how they may improve their 
operations and how they might have a more efficient operation, lower 
their costs, serve their stockholders and the public better; is that 
correct ¢ 

Mr. Garpner. My obligation to management in the work that I 
attempt to do, restricted primarily to profit control, is to improve 
profit techniques and improve efficiency in manufacturing and in cost 
control. 

Personally, I have no ax to grind or no interest whatever, as far 
as any individual company is concerned, in coming here. The field 
of break-even points is a field in which I have spent a tremendous 
amount of time. I keep the break-even points of over 1,500 companies, 
a thousand of them I have kept since 1935, when the information was 
first published by the SEC, and I am interested in the American 
economy, and I am interested in inflation; I am interested in the other 
problems that face us now in the determination of whether profits 
are too low or too high. And I thought that, by an expression of 
the break-even points, it might clear up some of the points that have 
been raised in this hearing concerning the profitability of one or more 
companies. 

Senator Keravver. You have kindly offered to come here and give 
us the benefit of your findings and study ? 

Mr. Garpnenr. Yes, sir. 











ADMINISTERED PRICES 715 


Senator Krrauver. As I understand it, for the TNEC hearings in 
1938 and 1939 you prepared the presentation for United States Steel ? 

Mr. Garpner. No; that is not correct. I did not prepare it. I was 
involved in it, but I did not prepare it. That was prepared by another 
individual, who is now, I think, a vice president of the Ford Motor 
Co., a professor at Chicago University. 

Senator Krrauver. Then you assisted in the preparation ? 

Mr. Garpner. I helped him in that work; yes. 

Senator Kerauver. Of the presentation of United States Steel on 
the break-even point ¢ 

Mr. Garpner. And I will bring that out in the hearing. 

Senator Keravuver. All right, sir. 

Do you want to ask any “preliminary questions, Senator Dirksen, 
about Mr. Gardner’s background and qualifications ? 

Senator Dirksen. No. 

Senator Keravuver. Very well. If you will proceed, Mr. Gardner, 
in your own way. I do not want to suggest the first thing you should 

talk about, but I think you might tell us just what the break-even 
point is? What do you mean by that? You just go on in your own 
way. 

Mr. Garpner. I will tell you what I would like to cover. What is 
a break-even point’ How is it determined? What is the United 
States Steel break-even point? Why I think it is right, the one that 
I present is right. And some information concerning the United 
States Steel’s break-even point, its improvement in the last few years 
in its comparison with some other companies. 

Senator Keravuver. All right, sir. 

Mr. Garpner. If I may do that in a layman’s term, a break-even 
point is a point where 

Senator Keravuver. We hope you will speak as much as you can in 
terms of a layman, so we can understand it. 

Mr. GarpNer. In a layman’s term, the break-even point is a point 
where profits turn to losses or losses turn to profits. In other words, 
it is the point in the sales capacity or the output curve where the costs 
cross the selling line. 

Now, if you looked at an accounting statement, it might say you 
made a 10-percent profit last year. But that is only a part of the fact. 
That is what happened under a given set of conditions, none of which 
are expressed there. It is for a given amount of volume under a given 
degree of costs, and tells nothing about the relative efficiency of that 
cost. 

It is only a half-truth from a management-control point of view, 
because we obviously know we didn’t make 10 percent on the first unit 
or 10 percent on the 100th unit and maybe not 10 percent on the 
1,000th unit, but we may have made 30 percent on some units. We 
had to make something more than 10 percent on the higher number of 
units, the top part of those units, in order to produce an average of a 
10-percent profit. 

Therefore, there is something intriguing in the cost structure of the 
average company which must be sought out and analyzed in order to 
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find out the cost and sales price relationship. Once that is deter- 
mined, you can do most anything you want with the company, not 
only know its break-even point but almost study its profit pattern day 
by day, week by week, month by month, and year by year. 

If 1 may, since many in this room have not actually seen the mak- 
ings of a Seesh-aeem point, I would like to draw a simple case of a 
break-even point, if I may, on the chart there, and make what we call 
a scatter chart which determines the break-even point characteristics. 
And, rather than use a company, because I want to keep it real simple, 
I want to use an automobile, the cost of an automobile. 

I have handed to the committee a sheet of paper which says, “Cost 

-of operating an automobile by months.” At the bottom it says the 
automobile operated 8,790 miles for a cost of $715. Now, if you 
divide the $715 by 8,790, you will find that the average cost per mile is 
8.3 cents. That can be found in Profit Management and Control, 
page 32, in a lot more detail, to support the information that I give 
here. 

(The table referred to follows :) 


Cost of operating automobile by months 














Month | Miles Cost Month Miles Cost 

OO ea ea 400 $46 || September-_-.___-- ba 1, 200 79 
PO lo id ooo. te dna 320 43 || October ----- A abd 1, 080 72 
March...... i ce Ra iia 640 56 ||} November-........----- ‘ 700 57 
Bs tenn we ae 560 54 || December__--- a ~ 450 51 
ai nk adn disapacaninioetes > odertigh 610 54 | 
Pench ee ca salam 870 65 EE cer ome . 8, 790 | 715 
AS eee a ae ree 1, 000 71 Average cost per mile-- $0. 083 
BR nd tr-04rt att ungagianiatie 960 67 


Source: Fred V. Gardner, Profit Management and Control (McGraw-Hill, 1955), p. 32. 





But if I can plot this in front of you now, it will show you how the 
break-even point can be determined for operating this automobile. 
First of all, you cannot get a break-even point, Senator, unless you 
have a commodity to sell. In this particular case, we are only talking 
about the cost of the automobile, but let us assume that we sell the 
automobile for 10 cents per mile. Now, the cost, if we operated 8,790 
miles, the 10 cents would bring us in $879, and the costs as given 
here are $715. So the profit is $164 or 19 percent. That would be 
the way the accounting statement would lay it out in the company, 
sales minus cost equals certain profits. 

I deal in profits before taxes because it complicates it, otherwise 
you can always work the profit that way which goes up from the 
break-even point. 

If I may, I would like to take that automobile and plot it by months. 
Across the bottom of that plot I will put miles across the bottom of 
this chart, which represents the output or the activity of the auto- 
mobile. I put costs along this side, it is the cost of producing those 
miles, a scale, 100, 500 miles, 1,000 miles, 1,500 miles, cost $20, $40, 
$60, $80, $100. 
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Now, in the month of January, it said the car operated 400 miles 
for $46. So if you will run out here to 400 miles and up here to $46 
and put a little 1, it gives you a 3-dimensional point. It is a point of 
volume, miles, it is a point of cost, $46, and it is a point of time, 
January. 

If I took this chart and did each month separately, you will find the 
costs will vary from 16 cents a mile down to about 5 cents a mile, 
and the highest months volume, they are the lowest, and in the lowest 
months volume, they are the highest. 

I will not take time to do that, but if I call them off, I could 
plot each one of those points and they would look something like 
this. This is December, that is November, this is September, this is 
February, this is June. 

Now, once you have done that, you notice that the costs take on a 
slope, a tendency to slope. They naturally go up as the volume goes 
up. They come down as the volume goes down. This then becomes 
what we call in this work a scatter chart. It is the relationship of a 
lot of cost for given periods of time on 1 chart to represent the 3 dimen- 
sions that I spoke about before. 

If I draw a line through there, I would get the slope of that cost 
line. It may not be perfectly accurate, but if I measured it, I would 
find that the cost of operating that automobile was not 8 cents a 
mile. It is $30 per month, because I still have $40 worth of costs at 
no volume, not because I have wanted that but because the slope of 
the line coming down indicated that I had residue cost of $30. If 
you went up to any point and measured the cost here and subtracted 
the cost here, you will find out that the slope of the line is 4 cents. 
It goes up at the rate of 4 cents per mile. 

Stated in simple terms, every time we go 1 mile this way or 1 mile 
down or 100 miles up or 100 miles down, this line, on the average, the 
cost line changes, 4 cents per mile. T hat still does not give usa break- 
even point. It gives us the cost characteristics of operating the car. 
The costs, therefore, are $30 per month, plus 4 cents per mile. 

Now, let us suppose we are going to sell that car’s output for 10 
cents a mile. We are in the business of selling an automobile’s output, 
so we want 10 cents a mile for it. That line is comparatively easy 
to put on, because we get 10 cents, and this is our sales volume. Now 
we have a break-even point. At this point, the cost line and the sales 
line cross, because we are getting 10 cents per unit of volume and its 
cost unit is 4 cents per unit per volume. 

We do not make any money on the operation of the car until we 
have gone 500 miles because we have to get this $30 back—this is $30, 
this particular illustration as it is drawn—we have got to get this $30 
back before we can make our profit. 

Above that, this car produces not 10 percent or 12 percent; it pro- 
duces the difference between the 10 cents and the 4 cents variable cost, 
or has a profit pickup of 6 cents or, after 500 miles, the car produces 
6 cents per mile as a potential profit before taxes, as it is illustrated 
in this case. 
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This is a scatter chart, therefore, and once we have a selling price in 
costs, we can determine the break-even point. Once we have a selling 
point in costs, we can determine the standby costs or the fixed costs, 
as they are generally called, and we can determine the profitability. 
The zone of profitability becomes this zone here, which starts here and 
runs on up as the volume goes up, and runs down as the volume goes 
there. 

Now, that is the way we set a break-even point within a company. 
And if I may use this as an illustration, I will show you that in 1938 
that is the way the United States Steel Corp. set their break-even 
point. This book is the official book of the United States Steel Corp., 
published February 5, 1940, and I quote: 

The chart studies appearing on the following pages were intended to present 
to the Temporary National Economic Committee significant facts primarily re- 
garding the United States Steel Corp. Most of the studies are based on data 
secured from statistical and accounting records of the corporation. 

On page 53 of that booklet is—— 

Senator Kerauver. Mr. Gardner, are these charts in the TNEC 
hearings? 

Mr. Garpner. Yes, sir. And I will give the page number in the 
U.S. Steel book, and they can be traced to the official TNEC Report. 

Senator Kerauver. All right. 

Mr. Garpner. On page 53 of that booklet, which will give the refer- 
ence point that can be found in the hearings—I do not have the hear- 
ings themselves, this can be found there by looking at this page, it 
will tell where it is from. There is the same kind of scatter chart 
the United States Steel made as I have represented for the car case, 
covering the years 1927 to 1938, and they determined at that time the 
following: The cost of operating the Steel Corp. was $182,100,000 a 
year. That is equivalent to the $30 that we find in the car case, 

Senator Kerauver. Was that their average or the figure for any 
particular year? 

Mr. Garpner. That is the results of their finding by taking their 
footprints of the past and determining what their fixed and variable 
characteristics were. And their conclusions were that they had a fixed 
cost of $182,100,000 a year, plus $55.73 a ton which varied with 
volume. 

They show a break-even point on page 57 which represents their 
expression of that finding, broken down between the things that make 
up the inflexible or fixed costs and the things that make up the var- 
iable costs. 

Senator Kerauver. What was their break-even point ? 
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Mr. Garpner. Their break-even point at this time, Senator, was, 
according to them, 8,300,000 weighted tons. At that time their maxi- 
mum volume was approximately 16 million tons to 17 million tons. 

Today their break-even point is, as I will demonstrate 

Senator Keravuver. What percentage of capacity of operation 
would that be? 

Mr. Garpner. I will bring it out in a few minutes, if I may. 

Senator Kerauver. Very well. 

Mr. Garpner. Today their break-even point is, as I will demon- 
strate, only slightly over 10 million tons on about a $5 billion business, 
which is quite a bit lower in proportion than it was at that time, but 
I will bring those figures out in a minute. 

Now, as I said, this policy that the very method of which the United 
States Steel used to determine their break-even point had been used by 
me for these 5 years before that, and I have used it ever since that 
to determine not only the steel company’s break-even point, but 1,500 
other companies. 

If I may, now I would like to show you my interpretation of the 
United States Steel break-even point, ‘unless there are some questions 
that the Senators might have concerning the relationship between 
fixed and variable costs. 

I want it clearly understood that in the automobile, this means that 
there are $30 w orth of costs that do not vary with volume, and there 
is 4 cents per mile variable costs. The combination of the two give 
you the total costs, but you must have that segregation in order to 
get a break-even point. And the United States Steel said it costs 
them $55.73 variable costs per ton to produce, and on top of that, they 
have $182,100,000 worth of costs that do not vary with volume because 
of their type of organization and their setup, the basic requirements 
of management. 

Senator Dirksen. What do they set out as the elements in the var- 
iable costs ? 

Mr. GarpNner. Senator, any cost is apt to have both fixed and var- 
lable components in it. For example, even depreciation, which is 
probably the highest of fixed costs in the mind of a person, would 
have some variability in it. For example, in wartimes, we often used 
or were allowed accelerated or extra depreciation because of volume. 
That would be a variable cost then, but depreciation, as a whole, would 
be a fixed cost. 
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In the other extreme, direct labor, the labor of actually producing a 
part would be a variable cost, and yet the supervision of that direct 
labor could at times be a standby cost as it took on a technical nature. 

So every cost has a part variable and part fixed elements in it. At 
that particular time, on page 54 (from U. S. Steel TNEC book, 
vol. II) their $182,100,000 of fixed costs, they had some interest, 
they had pension plan, $29 million of depreciation, they had $62 mil- 
lion of payroll, they had $2.5 million of social security taxes, and they 
had $47 million of goods purchased from other people. And each one 
of those items also had a variable cost to go along, with the exception 
of pensions which was all fixed or standby. 

Personally, I don’t use the word “fixed” as we did in these days, be- 
cause I do not think any costs are actually fixed; it is standby. It is 
that residue of costs that management must need because of its type 
and size of organization and its technical knowledge to conduct its 
business, and it will not vary readily with volume. 

If I may, I will now take the United States Steel break-even 
point 

Senator Keravuver. As I understand it, Mr. Gardner, you have 
calculated the current break-even costs on 1,500 industries ? 

Mr. Garpner. I keep current in my office—here is 150 of them right 
here. Most of these are steels, but there are some others also here, but 
I keep current in my office from published information the break- 
even points of approximately 1,500 companies. 

Senator Keravuver. All right, sir. 

Mr. Garpner. And some of them have really grown in size since 
they first started. You have gone off three sheets of chart paper and 
you are way up here on a scale today, you just have to keep enlarging 
it just like building additions to a house in order to record the findings 
of some of the companies today because of the growth in our economy. 

Now, I will take chart No. 1 and show you this same kind of a scat- 
ter chart for United States Steel Corp. 

Senator Kerauver. We will endeavor to make these charts exhibits 
here. 
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Mr. Garpner. This chart is a little hard to see, and I have an 

— of it. ; 

irst of all, to have you capture the United States Steel break-even 
points, and second, to demonstrate to you that I have captured it, and 
they are bettering the break-even chart, this is the years 1950, 1951, 
1952, 1953, 1954, 1955, and 1956, as read from chart I. 

In other words, if this was zero volume in the United States Steel 
Corp. and this was their approximate capacity, this is measured in 
net sales in millions of dotlites versus the costs of those net sales as 
taken from their official figures. There is their lowest volume in 
that period of time, you can see it with your éye in relation to 
capacity. 

Senator Keravuver. Tell us what those are. 

Mr. Garpner. I am going to do that, if I may, by an explosion 
that I have here which enlarges just this little quadrant here. 

This is the year’s operation similar to the car case. This is the 
volume for 1950, $2.9 billion sales, and a cost of $2.4 billion, gives 
the point for 1950. 

From that I was able to draw a line. I did other things to draw 
it. Thisisasummary form. I doit more in detail. 

This is a case likened to the car case, for it says now it costs $560 
million in fixed costs to operate the United States Steel Corp., plus 
70 cents per dollar of sales. That gives them a break-even point of 
$1,860,000,000 a year, which is roughly 44 percent of their going- 
sales volume. 

I set this line in 1955, and they have beat this line continuously since 
then, as I will show. But my first objective is to show you that the 
basic pattern of United States Steel is inherently a 70-cent variable 
cost to a dollar of sales. 

May I get that other chart? 

Mr. Buatr. Mr. Gardner, would you explain just for a few moments 
how you arrived at the 70 cents? I think it is possible readily to see 
how you arrived at the $560 million of fixed costs, as this is the-—— 

Mr. Garpner. This is made up of many components of their types 
of costs, but in plotting those costs, just as we have done here—and 
we will assume that this is the costs that we are referring to, all of 
them, this happens to be only the total of all of them—the line of 
hest fit from that scatter passes through those points about like that 
[indicating]. 

The slope of that line is 70 cents, or 0.7 as much as the sales line. 
from chart II. Therefore, you get, by deduction, the $561 million, 
because when that line is extended on down, it passes through $561 
million. 
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Therefore, it gives you the fact that this line is moving on an average 
of 70 cents per dollar of sales; on an average, I said. Some years it is 
a little more, and some years a little less, but I wish to prove United 
States Steel has stayed inherently around 70 cents, year in and year 
out. 

You will notice two costs. When I actually plot the figures, I plot 
them without depreciation, because that is a fixed item, and because 
of the great growth of companies, and because of the great amount of 
capital put in, it has been such a changeable figure over the last 6 or 7 
years, I would not want to distort it. So after I am through, I put 
the depreciation on top, which is $283 million in the United States 
Steel Coen. today for a year. 

Mr. Buatr. May I, then, just to complete my understanding, ask 
this: The 70 cents variable cost is arrived at, in effect, as a percentage 
difference between the slope of the cost curve and the slope of the sales 
curve ¢ 

Mr. Garpner. That is right. Here is an explosion of that, and this 
is very significant to us in our work in determining how sound 70 cents 
is as we have used it. 
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You note this is an explosion of that section of the little chart where 
ou saw just the numbers in there. I want to show you how we know 
that the 70 cents is about right. 

You will notice they went from here to here [indicating] in 1950, 
their volume went up. You will notice how they stayed on the line. 

They came down in 1952, their volume dropped. It dropped rather 
quickly. They lagged behind. 

They were above the line. When they were above the line, their 
costs were higher than 70 cents. But by 1953, they were up again 
(sales), but right on the line. In 1954 they came on down (sales) 
more than anticipated, and they are right on the line. In 1955 they 
start up, and are able to keep above the line, but in 1956 they are close 
to the line again, which indicates again that the 70 cents on an average 
is pretty representative when they are moving in a cycle from a low 
volume to a high volume, to a lower volume, and then back up to a 
higher volume. ' 

I think it is also significant to point out if you took their own find- 
ings in 1938 and divided their variable of fifty-five dollars-and-some 
cents a ton by their selling price as they state it in this case study, you 
will find they recognized their variable at that time as 72 cents per 
dollar of sales. So, inherently it stayed pretty close to 70, 

That is important to me in this finding, because it convinces me that 
I have captured the break-even point of the United States Steel and 
captured their profitability pretty closely to the actual results as they 
exist today. Now, I said that the United States Steel was actually 
beating their break-even point, and I would like to demonstrate that 
to you, if I may, by the next chart. ‘ 

If you cannot see the headings of these columns in the back of the 
room, the first says “Standby per year in millions of dollars.” That 
is what we called fixed before. 

As I say, I use the word “standby” rather than “fixed.” Psycho- 
logically, from a control point of view, it is a better word. There is 
a variable rate per hundred dollars of sales. This is the break-even 
point in sales dollars, in millions of dollars. 

The next column is the percentage the break-even point is to the 
sales, and this is the variable pickup per ton above the break-even 
point. Although I have dealt in dollars, I put this on so that you 
could see relatively how much this meant for the corporation per ton 
of the product produced, as they usually use it. And if I were work- 
ing in a company of this type, I would use it rather than sales dollars. 
But in order to compare it. with other companies which cannot relate 
themselves to tons, I have to make them on a sales basis so they can 
be related. ' 

Now, the Gardner plan which was made in 1955 said the stand-by 
was $559,200,000. The variable was $70 a ton. That is the amount we 
just saw on the chart. That gives us a break-even point of $1,860,- 
000,000, a break-even percentage to sales of 44 percent, and an ap- 
proximate pickup per ton of $53 per ton. 

Now, I compared that with their 1956 actual results. Remember, 
I have drawn this before the 1956 results came out. You saw my 
point on the chart is slightly below my cost line, which means they 
are beating it slightly. 
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Actually, their standby in 1956 is $560 million. Their variable 
costs are $68.60 rather than $70, slightly lower. That makes their 
break-even point $1,780 million. That makes their break-even per- 
centage to sales 42.3 percent, and their pickup about $54.50 per ton. 

The first 6 months in 1957 show $560 million worth of standby, a 
variable rate of $68.20, a break-even point of $1,760 million, and that 
is 38.7 percent of their going volume of sales, and their pickups are 
approximately $58 a ton. 

(The tables referred to follow :) 


Comparison of results, 1956—6 months, 1957—F. V. Gardner break even plan 
versus actual 


F. V. Gardner 
& Associates | Actual from 
break even | annual report 

















plan 
1956—Y ear: 

a ee ong ama babubnebaban $4, 228.9 $4, 9 
Costs: Cee eee a 
se ee ee ac adics oepe wen 560. 0 560. 0 
REED rg ge ee es lis eeben 2, 960. 2 1 2, 893.7 
I OIE, bon han coacenscaeddcdadetoconndccsoou ceceecbed 3, 520. 2 3, 453. 7 
I ie cide detrieien dawaannacesns aie neh bree de tied 708, 7 775. 2 

1957—1st 6 months: 
I OR hE A Rate a benieddbacedisdeewauwecah babes 2, 336. 8 2 2, 336.8 
Costs: fares ree 
Standby costs_-._..._- .-- biti eseemieeh accmsthehs Ginéh ks ulipn gnosis 279.0 279.0 
Sg a a tg i Et EE ll el i i Pe 1, 635. 8 1, 590. 7 
‘Tetal operating costs.........................- Si ote iia les neha eiaate 1,914.8 3 1, 869. 7 
I. atc concadepedwastiomasngis aakien litcehunlecwedn oda 422.0 467.1 








1 Actual variable costs. $68.60 per $100 sales rather than $70 projected by Fred V. Gardner & Associates, 
2 From Wall Street Journal. 
+ Actual variable cost rate $68.20 per $100 sales rather than $70 projected by Fred V. Gardner & Associates. 


Third quarter report of United States Steel 


Sales: $1,042,782,000 
Cost : $831,818,000 
$67.50 per $100 sales plus $560 per year 
1,042,782 times 6,750 plus 140 million 
Equals $843,900,000 
$66.30 (actual variable for third quarter) 

Now, based on information that I received externally from the 
newspapers and other sources, I estimated the effect of the last price 
increase and the cost increase, labor cost increase, on the break-even 
point, and came up with these figures. 

Senator Kerauver. Mr. Garden: when did you estimate this ? 

Mr. Garpner. Oh, maybe the 15th of June, 20th of June, when they 
were working on this discussion of increasing their prices. 

I often turn to my break-even charts as a matter of curiosity, and 
apply current information I find in newspapers, and decide for my- 
self what effect it has on the break-even point, and in a minute I am 
going to show you how close I am to their break-even point in re- 
sults, because their third-period profits were reported yesterday, and 
I applied them against these factors this morning, and I will show 
you that comparsion before I am through. 

After the increase, I cannot find that—I find that the increase to 
the sales price was more than the increase to the costs, and I so repre- 
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sented it here, and that has been now proved to me by the third-period 
comparison which I will show in a minute. 

$560 million; the variable is down to $67.50 per hundred dollars of 
sales; the break-even point is $1,730 million; the break-even point is 
38.6 percent of their going sales; and their pickup is $58 a ton. 

That means, gentlemen, that above $1,730 million worth of output 
at the present selling price at the present costs, which is 38.6 percent 
of their present output, their pickup is 67, $32.50 per $100 sales above 
the break-even point—their pickup is a different 

Senator Kerauver. 38.6 percent of their present capacity? 

Mr. Garpner. No; their present output. Actually, their present 
capacity would be lower than that, because their output is not up to 
capacity. But again, in order to make a comparison with other com- 
panies, I have to use their present sales volume, which is running 
roughly 81 percent of their capacity, actually the capacity, break-even 
would be about 32 percent. 

Senator Keravuver. The sales rate in the third quarter was 81.1 
percent. 

Mr. Garpner. So this would be about 32 percent of their capacity 
as it is recorded, but I had to keep it in sales volume so I could com- 
pare it with other companies. 

The point I am trying to make is this: that my calculations would 
indicate that above $1,730 million of sales, or 38.6 percent of their 
going sales, their variable costs are $67.50, so their pickup per dollar 
of sales would be $32.50, on each dollar’s worth of sales after they 
passed $1,730 million. 

Senator Kerauver. What is that $58 ¢ 

Mr. Garpner. $58? That is converting the profit pickup to the 
value per ton. You see, I have expressed it in dollars per sales here, 
but it is equivalent to about $58 a ton. This pickup is equivalent to 
$58 per ton. 

Senator Kerauver. You mean above the break-even point? 

Mr. Garpner. Their potential profit. 

Senator Kerauver. According to the projection, their pront would 
be $58 a ton above the break-even point, or $32.50 per hundred dollars 
of sales; is that correct ? 

Mr. GARDNER. Yes, sir. 

Senator Keravuver. To make it clear, I will repeat that you are 
estimating break-even points and these amounts before taxes, is that 
correct ? 

Mr. Garpner. I figure them before taxes, because after you have 
determined the eens wedge from your break-even point, this becomes 
on profit wedge; and if your taxes are 50 percent, you can draw a 
ine right through the center of it. If it is 47 percent, you can.run it 
anywhere for the portion you draw for the Government, and there are 
so many complications in the taxes—how long is a piece of string ?— 
and carry forward, and so forth, that I do not attempt to distort my 
break-even points by any tax calculations. 

Senator Keravuver. All right, sir. 

Mr. Garpner. This morning the United States Steel Corp. pub- 
lished their figures, and they said their sales were $1,042,782,000 for 
the quarter. 

If you will figure those figures out and subtract their taxes from it, 
you will find that their costs are $831,818,000. I am interested in this 
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figure because I have a formula which says it costs them $70 per 
hundred dollars of sales plus $560 million a year, and I have said they 
are now operating at 70, they are operating at $67.50 per hundred dol- 
lars of sales, as you saw in that last illustration. 

All right. If we took $1,042,782,000 times $67.50, plus one quarter 
of this,’ because that is for the year, you see, one quarter of that, $140 
million, we would find that we got a cost of $843,900,000, which means 
that my break-even point is relatively accurate. 

They did not produce at $67.50. Their variable costs for the period 
are $66.30. That is how close I was. But I am conservative; I am 
on the conservative side. 

They are actually operating at a slightly lower break-even point at 
the moment than I anticipated they would from the last chart. I 
have had no chance to study these figures. They came out yesterday, 
and I took them from the Wall Street Journal as you will find them 
on page 26 of that publication. 

I think that demonstrates fairly well that I have caught the break- 
even point of the United States Steel; that I found their fixed and 
variable characteristics; and that, as I apply them to their actual 
operating results, they are not doing worse than my formula; they are 
doing better. 

And it would indicate that I had fairly well captured the improve- 
ment in their break-even point caused by the steel rise and by the labor 
increase, because the third quarter was practically a hundred percent 
covered, both the increase in price and the increase in wages. 

Senator Kerauver. As I understand it, in your projection of their 
third quarter, according to your break-even point and their sales vol- 
ume, has been $831 million; is that correct ? 

Mr. Garpner. Their costs, as recorded in the Wall Street Journal, 
are $831 million. Their sales are $1.042 billion. My costs would 
come to $843.9 million. That is how close I come to them by using 
my break-even calculation I previously demonstrated to you. 

Senator Keravuver. From your calculations, then, you have pro- 
jected the gross profit they would make ¢ 

Mr. Garpner. Yes. From this break-even chart, I am convinced, 
if I could come within reason of their sales for the fourth quarter, 
I could predict very closely their profit for the fourth quarter and for 
the year, because this indicates to me that my break-even point is 
correct, and it does report existing conditions in the United States 
Steel Corp., and indicates they can operate for better than 67—less 
than $67.50 variable and a standby of $560 million a year. Does that 
answer your question, sir ? 

Senator Kerauver. Yes, sir. 

Mr, Garpner. I think you would be interested—as I say, I have 
no motive for or against any particular company. I am interested 
in the overall, general economy, and I would like, if I can, to com- 
pare the United States Steel with other break-even points. 

Senator Krerauver. Before you do, I think at the end of your testi- 
mony we will place in the record the report of the third quarter of 
United States Steel, as contained in the Wall Street Journal of 
October 30, following your testimony so as not to interrupt the 
continuity. 





1 Refers to the standby of $560 million as shown on chart being used. 
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The article also contains Mr. Blough’s analysis of the meaning of 
the latest figures and a projection for the rest of the year. He says 
United States Steel operated at a capacity of 81.1 percent, as against 
89.5 percent in the preceding 3 months; that the third-quarter earn- 
ings of $97,955,000 were a record for the period, although they were 
less than the earnings for the second quarter. 

Mr. Garpner. The volume is down in the third quarter over the 
second quarter, even after the price increase. 

Senator Keravuver. He continues: 

So that the net of $328,967,000 for the first 9 months of 1957 is a record for 
the company. 

Production for the third quarter is put at $1,042,782,000. 

Mr. Garpner. That is this figure that is shown here, sir. 

Senator Kerauver. The net income, $97,055,000. 

Mr. Garpner. I have a very simple illustration here of break-even 
points, a pair of shears. This is the profit path. Two things can 
happen to it. Either the selling-price leg can go up and spread 
out the ge potentials, or the costs can go up and reduce the profit 
potentials. A combination of the two, as they close, raises the break- 
even point. It is raising all the time, as you see it close, or, if you 
increase your selling prices, the profit possibilities open. 

United States Steel Corp. at the present time happens to be work- 
ing well out of the end of the shears in a large-profit zone because 
of the figures that I have already given you, but the impact is that 
a break-even point can change either by a change in the selling price 
or a change in the costs, up or down, or the selling price, up or down. 

That is what we have represented here. But, of course, the lower 
the break-even point the further away it is from where you were. 
The greater the profit pickup, the less vulnerability you have of the 
break-even point. If you are way up here, if your break-even point 
is here in relationship to your capacity, there is very little room to 
work in. 

Mr. Dixon. Mr. Gardner, under your system, though, as long as 
either the costs or the sales remain constant, you can predict that; is 
that what you are saying there? Those two lines, as long as they 

Mr. Garpver. Remain constant. And I have tried to prove in the 
United States Steel that their per dollar of sales, their cost line has 
remained inherently constant to it, meaning they have been able to 
adjust their selling price to meet the var iable conditions of their cost 
structure, or they have been able to offset cost increases by efficiencies. 

They have shown a tendency to stay along the 70-cent line. And 
here, for the first time since I have been cale ulating it, they are below 
70 cents, at about 66 cents today. How long they will hold it is 
another problem. I know nothing about that. I can only measure the 
fact 

Senator Krrauver. Mr. Gardner, considering the percentage of 
capacity as distinguished from sales, you found on current informa- 
tion from the United States Steel Corp. that their break-even point 
was about 32 percent of capacity ? 

Mr. Garpner. Well, I have to assume their capacity. I donot know 
what their capacity is. I have to take it from what I see in the paper; 
that 81.1 percent is a percentage of something, so I get a relative fig- 
ure. It would be about 32 percent, according to these calculations. 














732 ADMINISTERED PRICES 


Senator Keravver. I think it was interesting—you may have exam- 
ined it—when we first started these hearings Dr. Blair drew a scatter 
chart with a break-even point. He found that, from the period of 
1920 through 1956 their break-even point on capacity was 38 percent. 
Did you go over those charts? 

Mr. Garpner. I did not, but that makes me feel good, because that 
supports my contention here pretty well. 

eemne Kerravuver. He was using a different method. You are 
using two different methods. 

Mr. Garpner. Yes. 

Senator Keravuver. Will you state again how much the break-even 
point has improved in the last couple of years ? 

Mr. Garpner. I set this plan up based on the years I showed you, 
from 1950 to 1954 and 1955, originally, and determined their break- 
even point at that time was about 44 percent of their sales volume. 
Their 1956 actual demonstrated that it was not 44; they were doing 
better than that. They were actually doing 42.3, which means, if you 
look at this chart, their costs would be below my cost line. 

In the first quarter of 1957, they indicate 38.7. My estimate—I 
am sorry, that is the first half of 1957. My estimate based on the 
first half of 1957, and applying what I could read in the newspapers, 
indicated that they have gotten enough additional over their added 
labor costs in their price increase to maintain their break-even point, 
which means they put a profit on it, because they had to maintain their 
pickup, which stayed the same as in 1956. My test against the third 
quarter results which came out yesterday indicated that their break- 
even point is about 37.5 percent of going sales, which is about 32 
percent of capacity. 

Senator Keravuver. In other words, you projected that their break- 
even point for the 3 quarters would be 38.6 percent as against their 
actual 37.5 percent ? 

Mr. Garpner. It is around 37.5 percent. 

Senator Keravuver. About 1 percent less than you estimated. 

Mr. Garpner. Yes, sir. I have a tendency to be conservative on 
these, because I often use them for—well, I happen to be an investor 
in United States Steel, and I often use these for investments, so I am 
conservative in making decisions. 

Senator Keravver. All right, sir. 

Mr. Garpner. I would like to compare the United States Steel, if I 
can, with other companies so you can see the relativity of break-even 
point to their break-even point today with others. 

Actually, American industry has an experience of having break-even 
points since 1935 of somewhere between 50 and 66 percent of their 
going sales. It has only been in the last few years that the break- 
even points have gone below 50 percent. It is rare to find a company 
which is very far below 50, but the average for American industry 
today, as taken from the SEC reports, including the calculation for 
the second quarter of 1957, is that they are breaking even at 49.8 
percent of their going sales volume. 

That makes up $312 billion, representing the manufacturing com- 
papier that the sample for the SEC qualifies. Of these $312 billion, 

19.9 billion is in the primary steel industry, which has a composite 
break-even point of 44.8 percent of their going-sales volume. That is, 
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as it is shown here, the steel is 6.4 percent of the total of all manu- 
facturing industry. 

I have recorded the findings of the break-even points for Allegheny 
Ludlum, Bethlehem, Republic, Sharon, Colorado, United States 
Steel. These are on a comparable basis down to here, because I did 
not make the changes in the effect of the price increase on all these. 
I just do not have the time or ability to do it with the help that I 
have, in order to correct those things. These represent the break-even 
points that I set up as I set up United States Steel. 

Senator Kerauver. As I understand, Mr. Gardner, this is not your 
pet: These are actual figures taken from the SEC; is that 
right ? 

Mr. Garpner. Making my own break-even points from the SEC 
figures, preparing my own break-even points. 

Senator Kerauver. Yes; but taking the SEC figures and making 
your own break-even points. 

Mr. Garpner. Yes, sir; using those to determine the break-even 
points. This is from the SEC. 

Senator Kerauver. Yes. 

Mr. Garpner. This is from the SEC, and this is from their own 
statements, just the same as United States Steel’s are. 

Why did I pick those companies? I do not know. I picked from 
my files at random, so I would have no excuse, because I could not 
take them all, of playing any particular favorites. It turned out I 
picked one that is comparatively close to United States Steel, and I 
picked a fairly well-integrated one, and I picked one that is a diver- 
sified company, and one that is not a fully integrated company, and I 
picked a so-called usurper out in the other part of the country where 
you are not supposed to have a steel mill, but I did not do that de- 
liberately. 

Senator Kerauver. Where is that; Colorado? 

Mr. Garpner. Colorado Fuel & Lron. 

Senator Kerauver. Sharon is not 

Mr. Garpner. Is not integrated. I did it deliberately, left it in 
there, even after I picked it out. I decided to use the scatter I picked. 

Senator Kerauver. I notice the break-even point of Sharon is 56.2 
percent. 

Mr. Garpner. Yes. 

Senator Kerauver. Why is that? 

Mr. Garpner. I do not know the answer to that. It may be because 
it is not quite as integrated as the others and does not have the ad- 
vantages that the others have in the purchasing of outside material or 
the control of their customers. 

Senator Krravver. It is not integrated? 

Mr. Garpner. That is right; and Allegheny Ludlum has a slightly 
higher break-even point. I cannot give the answer to it without fur- 
ther detailed study. I presume it is because of their technical prob- 
lem involved in their steel, and the peculiarity of it. 

Allegheny has a break-even point of 50.9 percent; Bethlehem of 43 
percent of sales; Republic, 47.2; Sharon, 56.2; Colorado, 42.5—quite 
surprising to me when I saw that; United States Steel Corp., 44.3 
when I set it up. Then I have recorded those improvements in 
United States Steel which are not recorded in these other companies’ 
figures—the 38.6 that I talked about a few minutes ago. 
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Now, all primary steel, I wish I could show you a scatter chart for 
all primary steel for the last 10 quarters. It has fit this line so 
closely that you would almost hardly believe it. When you put the 
figures in, the next one falls right on top of the line, and the volume 
has almost tripled in that period of time. They have consistently 
stayed at a standby of $1,975 million, and it shows how close they 
come to being alike, percentage of standby. 

Allegheny Ludlum, the percentage of their fixed cost to sales, 
10.9; Bethlehem, 11; Republic 13.1; United States Steel, 13.3; all 
steel, 9.9. When you begin to get some of the smaller companies in 
there, it goes down. You can see it in Sharon, 9.6. All United States 
industry, 9.8. That is a percentage of the standby to the volume 
produced. 

United States Steel in 1937, 17.7; United Air Lines, 15 percent. 
United Air Lines has a break-even point of 66 percent of their pres- 
ent sales volume and I would like to draw, if I may, a parallel be- 
tween United States Steel and United Air Lines in just a few 
minutes. 

Senator Kerauver. We are going to have National Steel here next 
week. Do you have their figures handy ? 

Mr. Garpner. No, sir; I do not have it here, but I could send it 
to act if you would like to have it. 

Senator Kerauver. We would like to have it. United States 
Steel’s percentage of standby to sales seems to be lower than 

Mr. Ginna Higher. 

Senator Keravuver. I mean than steel generally, of all steel. 

Mr. Garpner. All steel 

Senator Keravuver. United States Steel is higher than steel on an 
average. 

Mr. Garpner. Because a lot of the smaller companies are not in 
here, and you will notice a couple of the smaller companies I have in 
here invariably have a smaller percentage of standby, either due to a 
smaller organization or not so highly mechanized. That I cannot 
point out from here. 

Senator Keravuver. This break-even point with steel seems to be 
lower than for the average of all industries: 44.8 as against 49.8. 

Mr. Garpner. And with the current addition to United States 
Steel, it is 49.8 compared to 38.6 because this has not changed. 

Senator Kerauver. You mean with the price increase ? 

Mr. Garpner. Yes, sir; it is 49.8 as compared with 38.6. 

Senator Keravver. In other words, the price increase, according to 
your chart, has lowered their break-even point from 44.8 to 38.6; is 
that correct ? 

Mr. Garpner. Yes, sir. If you would like to see this in the form 
of a picture 

Senator Kerauver. Price increases or other conditions that may 
have occurred since the price increase ? 

Mr. Garpner. Price increase, labor increases, and labor decreases 
which may have come about. 

Senator Keravuver. Or it may have been because of the decreased 
price of scrap ? 

Mr. Garpner. Yes; But that would also affect these other com- 
panies pretty well. They would be relative. Now here is a picture 
of this so that you can get this same thing in a quick eye point of 
view. 

















735 


ADMINISTERED PRICES 


SoTBs 04 
UusAd-AvIlg 
1938} Us010g 


ji. -» AD AD 





0 StI 

0 '0S9 

0 000 ‘¢¢T 

0098 ‘8 

0082 ‘T 

0 098 ‘T 

I ‘StI 

¢ ‘001 

0 ‘889 

00 ‘000 ‘T 

£ SbIs 
sonny 


soyes Ajre9A 
ul yutTod 
udAd-yBolg 








*dioD [9978 SaI8IS pou 94) AY BE-REBI UI BIBUag “g ‘A 0} peyUeseld seINsy UMO UO peseg z 














0'ST 0 OF ‘=. ~ Be 
LL 0 ‘Z8T 8 0 ZL 
86 0009 “0g 0 009 “£2 02 “08 
66 0026 ‘T 0 a as 
8Z ‘6s¢ 0 Zlz 3 Lg 
etl z 869 0226 00-02 
8'L 9 9% | 6°21 02 ‘I8 
9°6 | | 0 $I 00 “€8 
TI 9 E9T 0 02T 0% ZL 
O'rT £ °LS% 0'SII OF FL 
6 ‘OI € ies 0 0z$ 08 “BZ$ 
suounyy =| suoun 
} 
idan Se ‘sailed |— oe Ranaesinne ts 
[810.1 Zutjei0d QO 
SaTRS 9C6I | | @[8S OOT$ Jed 
|. fl —«L83809 BIQVLIBA 
938 }U9010g iva Jad s}soo Aqpurig 








‘OOT 1 


1% 


TH MArAN 


[e103 
0} Sates Jo 
o2B1U2010g 





*AIjSNpPUy $e7BVIg psu [[w so JuUsdJed pg speube [eeys ARITA | 





‘98z$ 
suonnyw 


| sayes 


9Q86I 189 


9c6I ‘SOUIT Ity pewuy 

z LE6BI ‘19818 SeIVig Pe wUy 
Aijsnpuy soieig psiwuy [lV 
j901s Areurtid [Ty 
~-“@SBel0Ul do1Jd Jaqje [901g SaIBIg peTUy 
“--diog [901g saieig peUy 
ope10fog 

uoleysg 

aqndey 

[901g WeYeTqIeg 
----minipn’] Ausysoil[y 


UOTPBOYISSB]O 1O Aueduroo JO QUIVN 


fajsnpur sajynjig pajyius) snsiaa hagsnpur jaajg9—fiajsnpur jaajs snsiaa )9a)g' sayppgy papyrus) ‘yurod uaaa-yvauq fo sishjpuy 


ie 


ve 


rm ay 


ay 


mM 





736 ADMINISTERED PRICES 


(The chart referred to follows :) 
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I call this, in my book, the look-see comparison. I put the break- 
even charts of more than one company on the same piece of paper. 
There is zero profit. This is the percentage that the standby is to the 
sales volume: 10 percent to 15. In case of United Air Lines, it is 15 
percent. In the case of United States Steel, it is 12-point something, 
I have forgotten the figure that was on the last chart, but you can see 
the relative condition. Here is the break-even point where they cross. 
This is the comparative break-even point. United States Steel, all 
primary steel, all manufacturing industry, United Air Lines. There 
is a range of break-even (refers | to high and low break-even points on 
chart). 

Here is the potential profitability as they go up above that. That 
is the slope between this dark black line and the particular line you are 
following. Notice when you get up here at 100 percent capacity, 
which is this point right here, how much greater the United States 
Steel is than all primary steel, all manufacturi ing industry, and 
United Air Lines. 

Senator Kerauver. On the upper line, that indicates as the chart 
goes up, United States Steel’s rate of profit is greater ? 

Mr. Garpner. At 100 percent, their rate of profit shows up at about 
17.5, and by the time they got up to 100 percent of their present ca- 
pacity, it would be somewhere in the neighborhood of 23 percent before 
taxes. I would restate that, not at present capacity, but at stated 
sales. 

Senator Kreravver. What is their present capacity ? 

Mr. GArpner. About 120 percent of their going sales. 

Senator Keravver. Does that 100 percent figure mean their going . 
sales ? 
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Mr. Garpner. This is their going sales right here in all these cases. 
Going sales or output. You see, it is stated very clearly here, and 
you can follow it, if you wish, the higher the line, the less the standby 
related to sales. The further this way, the better the break-even 
point. The higher the line, the better the combination of standby 
and variable costs, and the better percent of profits measured in terms 
of output. But this is the only way we know that you can put 4 or 5 
companies on the same basis so you can look at them with your eye, 
the eye approach. 

I would like to, if I may, use this opportunity that I have before 
you to state several things that come to my mind from this study. 

No. 1, one of the things that was said, at least as it would appear 
to have been said through the newspapers, the reason for a price in- 
crease was in order to harbor money for reproduction of plant later 
on. In my mind, I think there is a point where break-even points 
on be too low just as well as there are points where they, can be too 
igh. 

Again using the scissors for an illustration: When you have a wide 
angle of dispersion caused by a low break-even point and a great 

ickup and you are working close to high capacity, the field of profit 
ooks very good for all the people who take from the company and 
they are apt to ask for more; efficiency is apt to go down because ratios 
‘oa good. I think we are approaching this problem from the wrong 
angle entirely. 

If we have to reproduce ourselves, there are two ways to do it: 
Either to get our depreciation rates up, which will increase our break- 
even points legitimately, or do as most people have to do to get addi- 
tional capital, they have to go to the long-term market to borrow that 
money. And after they have done that, they justify their position on 
the fact they showed a good break-even point in the past and they can 
earn a return on that investment. 

So I wonder if we are not approaching this problem somewhat from 
the wrong angle. Maybe it is the depreciation rates that should be 
increased and that should be the problem that the steel companies and 
others should be working on, rather than the methods that they use 
here in order to increase their profit rates, because I am afraid the 
profits will be usurped because they are so great and so high and such 
a big percentage and they will not be left there for the purpose they 
say they are intended for. 

And the last thing I would like to point out is, do we have too much 
regulation or too little regulation? 1am not going to answer the ques- 
tion. But if I may, Senators, I would like to draw a parallel between 
United States Steel unregulated and the United Air Lines, which is 
regulated, by break-even points. 

May I do that in the next few minutes ? 

Senator Keravuver. Yes; you may. 
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Mr. GArpner. Here is the break-even point for the United Air Lines. 
I did not pick United Air Lines for any other reason, except it repre- 
sents an industry which is basically restricted in what they can do as 
far as the selling price part of the scissors is concerned, the spread of 
their profits. 

Senator Kreravuver. Will you tell us, to begin with, is United fairly 
typical of the airlines in general ? 

Mr. Garpner. United is extremely typical. In fact, I appeared be- 
fore the Senate about 5 years ago on airline costs before the Johnson 
committee, and at that time I did not think United was quite typical. 
But since that time, I think they have probably done as fine a job with 
cost control as anyone in the airlines has done, and done a good job 
on break-even control. In fact, they use this kind of control religi- 
ously in their business today and have adapted it in the last 4 or 5 years. 

So I think they are very representative and are probably doing as 
well and slightly better than the average on the part of the so-called 


Big Four. 








ADMINISTERED PRICES 


(The chart referred to follows :) 





TATES 1956 


mn eo ntininnnembanenner stn n neh naannntnnnacne dey 





ADMINISTERED PRICES 741 





nana snmnnnmrnincetemcovoommecce tlle ee 4 


95009—58—pt. 3——_-6 








742 ADMINISTERED PRICES 


The point I want to make is: If you set their break-even point—there 
is 1951, 1952, 1953, 1954—you notice all those points hit on the line. 
That gave them a break-even point in 1953 and 1954 on about $104 mil- 
lion or $105 million worth of volume. 

Last year they asked for a 6-percent increase. They are still work- 
ing with the regulatory agency over that 6 percent increase. There 
have been thousands of pages of testimony. At the same time, their 
break-even point is disintegrating. This shows what happens to a 
break-even point when you cannot control your selling price. There is 
1955. Half of the profit is gone almost half of it. There is 1956. 
Well over half of the profit is gone. 

This is where they should be on the cost line and the selling-price 
line. They have lost half of it because they have not been oble to 
keep their selling line in line with costs. 

Here is their anticipated 1957. All this profit will have disappeared 
on their break-even point and only this little amount is left. 

You will notice also, on United Air Lines as compared with United 
States Steel, if you will get that chart again, their break-even point 
now is 66 percent of their 1956 revenue, and there is the arrow rep- 
resenting the break-even point. Out of this much capacity, it takes 
this much of it to break even. Their break-even is now higher than 
the volume they did in 1950, 1951, 1952, or 1953. 

If we went back to United States Steel Corp., just to refresh our 
mind, that is the other chart, you will notice there is not a single year 
in which in that same period of time in which their break-even point is 
not well below the volume that they produced in that particular year. 

So the point that I wish to make there is, do we have too much or 
too little regulation? Here is one company that regulates their break- 
even points by price adjustments. Here is another company that 
cannot do it, and it indicates it by looking at the two comparisons. 

Senator Diexsen. Is that another way y of saying, Mr. Gardner, in 
your judgment, the pending application for a fare increase by the 
air carriers now pending before the CAB should be granted ? 

Mr. Garpner. Personally, I would like to say, “No, sir,” because I 
travel a lot on the airlines, but honestly, from break-even points, I 
definitely say, “Yes,” and I will tell you why, if you will give me just 
a second on that. 

You know, one of the reasons why United States Steel increased 
their price is to get this capital money they want, which, personally, 
is the only thing I feel is not sound in the calculation from an eco- 
nomic point of view. I would like to read, if I may, from the Forbes 
magazine of October 15, 1957, and I quote: 

The net worth of the “Big Four” domestic airlines is $401 million, a small 
sum by the standard of many a smaller industry. Nevertheless, these same 4 
lines intend to spend an average of $347 million apiece or more than triple their 
average net worth for new equipment in 1959 and 1960. On a comparable basis 
to match this pace, General Electric, roughly three times the size of the “Big 
Four” airlines combined, would have to have spent about $3 billion in capital 
investment in the last 2 years. 

That is the end of the quotation. 

So I finished it out by finding what the aoe corporation would have 
to spend on the same basis, and it is between ‘ $5 billion and $7 billion. 

That expresses as best I can the break-even points and the use of 
break-even points in determining the questions of the condition of our 
economy. We have used here “the condition of the United States 
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Steel, the improvement of their break-even point as time has gone on. 
I have attempted to be as impartial as I can. I have attempted to 
show you factually and prove to you that the United States Steel is 
operating on that break-even point, and that break-even point is prob- 
ably as low as any in the United States today. 

Senator Kerauver. What is the lowest break-even point for in- 
dustry ¢ 

Mr. Garpner. I never saw one below this point, but during the last 
5 years 

Senator Kerauver. Below what point ? 

Mr. Garpner. Below 35 percent. I have never seen one that low 
before. I have in the chemical industry found break-even points 
that went around 40 percent in an industry that was in a growth stage 
and in products which were in short supply. 

But American industry on the whole has never produced for me, 
out of 1,500 break-even points, a single break-even point of 35 percent 
or near 35 percent before. 

Senator Kerauver. And United States now is 35.7 ¢ 

Mr. GarpNer. 36.7. 

Senator Kerauver. 36.7. 

Mr. Garpner. The Caterpiller Tractor break-even point would 
probably be a close one. It has averaged around 43, 44, and 45 per- 
cent since 1932, and they have grown 8 times since that period of time. 
But I have always considered that my model of the best. 

Senator Dirksen. So you favor a fare increase ? 

Mr. GarpNer. Yes, sir. 

Senator Kerauver. An increase in what? What are you talking 
about ? 

Senator Dirksen. Air passenger rates on the pending application 
before the CAB. 

Mr. GARDNER. Yes, sir. 

Senator Dirksen. Which has been pending there for quite a while. 

Mr. Garpner. | think it is disastrous not to do it now. I did not 
wish to inject that into this hearing as such, but I wanted to make 
this relative comparison of where one had no control over their selling 
price line, how their break-even point could and did disintegrate in 
a short period of time. 

Senator Dirksen. Business people fly back and forth in pursuit of 
business and they pay a 6-percent increase in fares which increases 
costs of their business. 

Mr. Garpner. Yes, sir. 

Senator Dirksen. It has to be reflected finally in the products if it 
gets up to that point. 

Mr. Garpnrr. You must realize I do break-even points and 95 per- 
cent of our sales dollar comes from labor originally. Only about 5 
percent is primary material. And the labor factor is the factor that 
produces the real change in the break-even point as far as inflation is 
concerned. 

Again, I am not saying it is wrong. I am just making that state- 
ment because it is 95 percent of the total. 

Senator Dirksen. Mr. Gardner, I was just trying to get a simple 
equation. Let us say a man sat in for Caterpillar Tractor and United 
Air Lines when he sends in his expense account on the basis of a fare 
increase, then his expense account is higher. That is in addition to 
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the costs. Now, if you run that along the line sufficiently, it shows up 
finally not only in the overall costs but in company policy as to whether 
or not prices have to be increased ? 

Mr. Garpner. Yes, sir. 

Senator Dirksen. If that takes place, that can be regarded 

Mr. Garpner. Yet at the same time if the pattern of average 
break-even points for the country on our present standards of relation- 
ship is 50 percent, the unit—and the Government can regulate the 
selling price of United, it is to my mind, an obligation of the Govern- 
ment to see that they stay relatively in the black. 

Senator Dirksen. That is why you feel there should be an increase ? 

Mr. Garpner. Yes, sir. 

Senator Kerauver. What are your conclusions as to United States 
Steel, based upon their break-even point for the third quarter of 1957? 

Mr. Garpner. I think a low break-even point has many disad- 

rantages. It has plenty of advantages. It depends upon who you 
aie talking for. As a stockholder of the United States Steel Corp., I 
like it. 

As a part of the economic system, I am not so sure that it is sound. 
It may be too low. Because as I stated before, when that break-even 
point spreads this out, as it now has, even greater than I show there 
and you are working well up in the levels of capacity, your profit per- 
centages are so oreat that your efficiency is apt to go down. You are 
apt to relax, No. 1. 

No. 2, the pasture in which the horses are kept is pretty big, and 
there is a lot of chance for the people who make up these costs to ask 
for more money. When that results, the net result is the low break- 
even point has many disadvantages from the economic point of view. 

Senator Kerauver. Does the “reduction of the break-even point, 
from what it was, to 37.5 percent for U nited States Steel, does that 
indicate that they did not need to raise the price as much as they 
should have in order to keep their break-even point in line with what 
it had been, or in order to make a sufficient profit in line with what 
they had been making ? 

Mr. Garpner. My calculations indicate that they reduced their 
break-even point by the increase. That means that the increase in the 
price was greater than the costs involved and that was demonstrated 
by the fact t that I matched the third period as well as I did, and since 
they were slightly below me, it indicates that it was greater than I 
anticipated. 

If to recover their costs and keep their old break-even point they 
would not have had to increase their selling price quite as much from 
the interpretation of this break-even point-—— 

Senator Keravuver. They increased it about $6 a ton. Have you 
projected what lower increase they should have made or could have 
made in order to keep their break-even point where it was? 

Mr. Garpner. No, sir; I did not do that, but I can tell you this: 
that if they reduced their selling prices 10 percent at the present time, 
they would still have a break-even point of less than 65 percent of their 
going sales volume. And if they had 50 percent more depreciation, 
if allowed to add 50 percent to their depreciation, they would have a 
break-even point of less than 55 percent of their going sales volume. 
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Senator Kerauver. Is 55 percent a good break-even point in 
business ? 

Mr. Garpner. I feel from my experience and knowledge of break- 
even points, when the economy is reasonably sound, that a break-even 
point between 50 and 65 percent of going sales—and it varies by indus- 
tries and types of industries and by economic conditions—but 1t would 
seem to me that it would be very sound to have it in that rate. I am 
not referring to steel now. I am referring to break-even points. 

Mr. Cuumpris. But before the price increase, the break-even point 
was 44 percent. 

Mr. Garpner. Yes, sir; that is right. But I said it has only been 
in the last couple of years that break-even points have gone below 
50 percent, and I feel that a company is healthy with a break-even 

oint between that—there is an opinion based on my knowledge of 
reak-even points; they have a margin of safety which is satisfactory 
to produce inherently good returns. 

Does that answer your question ? 

Senator Dirksen. Mr. Gardner, you mentioned a little while ago in 
connection with the development of profit as the source for future 
expansion that the steel companies might well have paid a little more 
attention to getting a modification of the depreciation rate. 

Mr. GarpNer. Yes, sir. 

Senator Dirksen. By that, of course, I mean the depreciation rate 
that is involved by the Internal Revenue Service. 

Mr. Garpner. Yes, sir. 

Senator Dirksen. I take it, then, that your suggestion implies they 
ought to be coming down here and talking to members of the House and 
Senate, because, after all, we have to do it here, if it is going to be 
enacted into law, come down and talk with the House and Senate and 
urge Members of these bodies to consider changing the depreciation 
rate; is that right ? 

Mr. Garpner. Yes, sir. My feeling from my study of break-even 
points is that the problem is being approached from the wrong angle. 
(1) Future capital money comes from long-range capital investment. 
Long-range capital spending should come from long-range capital 
investment. You can do that job if you have done your job with 
break-even points in the past. (2) They (depreciation rates) are not 
high enough in the average company, and they should be recorded in 
their costs. 

For example, if I can figure this from the figures that are available 
externally, United States Steel from 1950 through 1956 spent $2,143 
million in capital. They recovered $1,567 million, or 72 percent of 
their actual expenditures in depreciation, and their percentage of 
depreciation at the present time of gross plant is 62.5 percent of gross 
plant value. 

American industry as a whole have not done that well. They have 
spent $73 billion and have recovered only 58 percent, and only 45 per- 
cent of their present plant is depreciated. United Air Lines spent 
$271 million—$118 million recovered. They have recovered only 43 
percent of the capital. 

I think the depreciation rates need a good overhaul. 
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(The table referred to follows :) 


Statistical comparison, United States Steel and United States industry 





United States| United States 


Steel (in manufactur- United 
millions of | ing industry | Air Lines? 
dollars) ! (in millions 


of dollars) 2 





Capita! expenditures, 1950 through 1956____._.........-------- $2, 143.3 $74, 707 $271.8 





Depreciation taken, 1950 through 1956_.._..__._._...._..------ $1, 569.7 $43, 107 $118. 8 
Percent of capital expenditure returned by depreciation Pekan tie 72 0 58 43.4 
Percentage of depreciation reserve to gross plant end, 1956--.__ 62.5 8 Lidendd ct 





1 Annual report or Standard & Poor’s listing, p. A2356, Aug. 30, 1957. 
2 Quarterly Financial Reports, FTC-SEC, 1950-57. 
3 Standard & Poor’s listing, p. A2290, May 15, 1957. 


Senator Dirksen. It is your opinion, then, that the depreciation 
rate presently allowed by the Federal Government should be sub- 
stantially increased ¢ 

Mr. Garpner. Yes, sir. 

Senator Dirksen. The second question : Do you favor fast tax write- 
offs? 

Mr. Garpner. Not practicing accounting, I do not think I had bet- 
ter get involved on that problem. I blow hot and cold on it. I have 
seen it applied, and in some cases I thought it was justified and in 
other cases not. I think the whole general rate should be looked into 
and corrected, rather than making stilt-to-stilt up the stilts. 

Senator Dirksen. In order to encourage capital expansion in areas 
where there seems to be a recession in employment, for example, which 
might continue for a while, would you favor a policy of fast tax write- 
offs in order to stimulate the investment of capital in those areas? 

Mr. Garpner. Asa temporary expedient perhaps it would be sound, 
because a law of this type could not be changed overnight. And to 
help some of these companies which have a low recovery on their ex- 
penditure today, it might be necessary in order to do that as a tem- 
porary thing. 

Senator Dirksen. Do you think Congress ought to approve the 
policy implied in measures now pending before the Senate Finance 
Committee which would completely cut off all accelerated amortiza- 
tion and fast tax writeoffs / 

Mr. Garpner. I do not believe I am competent to answer that ques- 
tion because of the capital requirements of industry which will vary 
and also the fact that, if I answered it, on the present capital market 
I might give one answer, and a little later when the capital market 
frees up, I would give another answer, I think, in order to continue 
the growth of our American industry which seems to be necessary 
something must be done. Either you must allow more depreci: ition 
in costs or give more temporary expedients in order to get a bigger 
percentage of their replacement value. 

Senator Dirksen. If the present tax writeoff rates prevail and 
continue, without qualification, do you agree that profits must be the 
source in considerable part for the expansion of industry / 

Mr. Garpner. No, sir, I do not agree in that, sir. I feel that the 
pattern of American industry of paying about 50 percent of their 
profits out after taxes in dividends appears to be reasonably sound. 
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Leaving them 50 percent, which is probably in my mind should be used 
for development and research of new products and new ideas. 

The capital expenditures for tangible things that will be recovered 
in the next 20 years by use or in the next 5 or 10 years should be cov- 
ered by capital financing because in doing that, the businessman will . 
be required to anticipate and plan a return on the investment and 
that is sound and necessary in our system. 

Senator Dirksen. Do you make a distinction between the intrinsic 
difficulties that you find in given industries? You were using United 
Air Lines, where the bulk of their investment would be in planes with 
a high depreciation, I suppose. 

Mr. Garpner. Yes, sir. 

Senator Dirxsen. In the case of General Electric, probably their 
principal depreciation is in high-speed machinery, I would think, 
rather than elsewhere. In the case of steel, you have another factor, 
and that is you have got to be sure about their raw materials and 
particularly iron ore. 

When Mr. Homer of Bethlehem testified before the committee, 
he mentioned the fact that they were contemplating, I think, the 
possibility of investing $400 million to tap an ore source and also to 
build a 300-mile railroad. 

Do you make a distinction in industries where you have different 
problems, that require long-range planning and great gobs of capital 
in order to protect their sources of raw material ? 

Mr. GarpNner. Senator, I have not found a single company that I 
worked with in the last 10 years that did not have plans far beyond 
their means at the present moment, far beyond their means—small, 
medium size, and large—for capital expenditure for new plant and 
equipment, farflung all over the world, or for ideas, not a single one. 
They all could spend many times more. I think this is the acute prob- 
lem of industry today, but I still said, just as I said in the United Air 
Lines the problem that United Air Lines has to face with a restricted 
pricing, I am using this again as an illustration, to face the same 
problem that General Electric Co. would have to spend $3 billion for 
‘apital expenditures in 1958 and 1959, and the United States Steel 
Corp. over $5 billion. 

So I think basically, the airline industry has a much greater prob- 
lem to face in the next 4 years than any of the industries that we 
have been discussing. 

Senator Dirksen. Well, do they? Suppose the sources of ore be- 
gin to diminish and you had to draw upon, foreign ores and then I 
inject also the defense angle. What would the country say if you do 
not look down the road to make sure that there was a raw material 
supply to take care of the days ahead? And that does not mean 
tomorrow or next week. That means a source on which we can 
rely on 15 to 20 years from now. Does that make any difference in 
your calculation ? 

Mr. Garpner. If I could refer to the statement of United States 
Steel Corp., their annual 

Senator Dirksen. Mr. Chairman, you were mentioning about put- 
ting the Wall Street Journal article in the record. I think that would 
be well because there are some questions put there to Mr. Blough, but 
I think the report itself should be made a part of the record because 
this article just skeletonizes a small portion of it. 
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Senator Kerauver. We will make it a part of the record. I do not 
know how long it might be. But let us get it and look it over, and if 
it is not too long, we will make it a part of the record. 

Mr. Garpner. I would like to answer your question this way. Since 
1910, the United States Steel Corp. has increased in size from $491 
million to $4.5 billion, and they have done that by their method of 
retention of earnings and borrowing money, and in that they have 
had problems which in 1910 looked insurmountable for 1914 probably. 
We have all had that in industry throughout. They happen to be 
great at the moment because of this wild desire for everyone to expand 
and constantly needing to expand into thinking that we have in our 
economy our growth and technical developments that come along. But 
those questions will not change the economics a whole lot. We still 
borrow on long-term money from long-term borrowing if we have 
got a good record in the past of the money we have had before and 
if the money is not available, then probably the Government or some- 
body else will have to step in and decide who it goes to. 

I do not know how you are going to regulate it. 

Senator Dirksen. You said 

Mr. Garpner. It has grown from $18 million, I cannot recall the 
year, to $663 million in 1956. 

Senator Dirksen. That was Caterpillar? That would be what? 
Forty times? And steel has grown what? Ten times? 

Mr. GarpNer. Ten times. As I said in my break-even chart, I have 
to keep adding roofs to it and extensions. 

Senator Dirksen. How much has Sears, Roebuck grown ? 

Mr. GarpNer. I do not recall Sears, Roebuck but you realize that 
Sears, Roebuck takes a penny out of every sales dollar we produce 
today because it is 1 percent of the economy. So does United States 
Steel. 

Senator Dirksen. It is a huge corporation. 

Mr. Garpner. A huge corporation. 

Senator Dirksen. Yes. 

Mr. Garpvner. Every time a dollar turns around, Sears get 1 cent. 

Senator Dirksen. So as the population grows, the figures indicate 
how fast our population grows, that means, of course, needs, wants, 
and desires and uses grow ? 

Mr. GarpNneEr. Yes, sir. 

Senator Dirksen. Demand grows and companies that produce goods 
and services. 

Mr. GARDNER. Yes, sir. 

Senator Dirksen. Yes: 

Mr. Garpner. If you will allow me to just finalize this one point: 
By increasing your profitability arbitrarily, not referring to steel or 
anyone, and opening up that wedge of the profits, with the expression 
that it is there so that we can harbor that money for capital expendi- 
ture, make it basically unsound when it is inflationary because that is 
not the way it should be received and it is apt to be usurped by a lot 
of people along the way as long as it is lying around. 

Senator Kreravuver. In other words, as I understand it, Mr. Gardner, 
your feeling is that United States Steel and other steel companies that 
are making large and substantial profits would be better off if they 
made lower profits or if they kept less of their earnings and tried to 
get a more realistic depreciation rate ? 
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Mr. Garpner. Yes, sir. I think that is fundamental. 

Senator Dirksen. Is that quite aside from the dividend rate on 
stocks ¢ 

Mr. Garpner. I stated that if you again refer to the SEC report, 
you will find out the pattern of American industry, 50 percent taxes 
approximately and then approximately 50 percent, a little less than 
50 percent of the potential earnings are paid out in dividends. That 
seems to be the policy. Whether that is right or wrong, it depends 
on which side of the fence you are sitting at. As a stockholder, I 
would like to have it higher. 

Senator Dirksen. I was thinking particularly of a group we so 
often forget in our economy, the people who live on fixed incomes. 
That could be the beneficial interest in a life-insurance policy, it could 
be the pension trust, it could be an annuity out of a retirement fund, 

or it could be an investment in an investment trust which will hold 
stocks in different companies. 

Now, if the cost of living for these people on fixed incomes goes up, 
then if the dividend rate is better, it does ease their problem some- 
what ; does it not ? 

Mr. GarpNer. You are getting into a field of economics which I do 
not feel I am too qualified to talk about. I think it is one of the 
weighting factors in this whole problem. 

Senator Dirksen. It can be illustrated in this respect: The people 
today who have retired from Government service and are living on 
a civil-service retirement annuity have steadily been importuning the 
Members of the House and Senate that something ought to be done 
about increasing the rate or increasing the amount so they can live a 
little more comfortably. 

Secondly, there is seldom a session of Congress in which we do not 
deal with amendments to the Social Security Act in the hope that 
the amount that will be made available can be increased because they 
have to hedge increased living costs. That would be notably true 
of others, also, but in the case of social security and civil service, there 
you are dealing with a Government matter and that is the reason, of 
course, that they entreat their elected representatives to make some 
modifications there. 

On the other side, where you are dealing with private industry and 
dividends on common and preferred stocks or bonds, there obviously 
they express the same hope you do, that there be a more substantial 
dividend rate bee: ause that does offset the increase in living costs. If 
Sumner Slichter is right that you can foresee a 2 or 3 percent rise 
year after year—is that his thesis ? 

Mr. Garpner. Yes, sir. 

Senator Dirksen. Then you have to set yourself accordingly and 
make other modifications in your economy as well. But that then 
goes back to the return to industry on its operations. 

Mr. Garpner. Well, I am afraid I am getting far afield from my 
calculations and my thinking in the form of the break-even point. 
Obviously, as the break-even point goes down, it creates a type of 
inflation, and that is one of the counters to this’ problem that you are 
talking about. 

So the problem becomes, can we continually have our break-even 
points go down or is it better not to have the inflation? I am not 
answering the question, but presenting the question as I see it. 
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Senator Dirxsen. But I was intrigued, of course, by your forth- 
right answer that you think the airlines ought to have a fare increase. 

Mr. Garpner. Yes, sir, and I happen ‘to be one of the biggest 
travelers on the airlines. I am a million miler, the fourth one in the 
airlines. So it will hurt mea lot. But I still think they should. 

Senator Dirksen. Yes. 

Senator Kerauver. You have no assignment from the airlines to 
plug for them here ? 

Mr. Garpner. No, sir. 

Mr. Cuvumerts. Mr. Chairman, a moment ago I used an illustration 
of 44 percent, which was the figure that you had given, Mr. Gardner. 

I understand that was a 1955 figure; is that right? 

Mr. Garpner. That is when I built the break-even point, as I antici- 
pated it would be at that time, based on their past experience up to 
that time. 

Mr. Cuvumeprts. Then, the first 6 months of 1957, it was 38.7 before 
the price increase; and then your 38.6 after the price increase ? 

Mr. Garpner. That is what I thought it would be after the price 
increase, but it turns out to be even lower than that. 

Senator Kreravuver. It turns out to be 37.5 after the price increase. 

Mr. Garpner. I do not remember the figure. We figured it this 
morning. Itseemsto me it was 36.6. 

Mr. Cuumerts. I think you said 37. 

Senator Krerauver. 36.6. 

Mr. Garpner. I anticipated it would be 35. 

Senator Keravver. That is the lowest break-even point you have 
ever encountered: is that correct ? 

Mr. Garpner. Yes, sir. 

Senator Keravver. Mr. Gardner, is your conclusion, then, that 
bringing their break-even point down from 45 percent to 36 is 
inflationary ? 

Mr. Garpner. Based on the break-even points, it would appear to 
me that it would be inflationary. 

Senator Krravver. As to the fact that the break-even point after 
the price increase and wage increase was reduced would you restate 
again whether you feel that shows they raised their prices more than 
their increased costs justified ? 

Mr. Garpner. It is obvious to me, just by the results on the break- 
even line, because, if they did not increase by the amount of profit 
they had in the past, you would not get a correlation as I got. 

Therefore, it would indicate to me that they added their normal 
profits to the cost increase; at least it resulted in that when it plotted 
itself for the third quarter, because their break-even point did not go 
up. It went down. That would indicate that they got more than 
their costs back. 

Mr. Cuumprtis. But your break-even point before the price increase 
was 38.7. 

Mr. GARDNER. Yes. 

Mr. Cuumertis. And then, after the price increase, it was thirty- 
seven-point something that you figured. 

Mr. GarpNer. You see, to make the break-even point to come 
down 

Senator Kerauver. That was your forecast. 
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Mr. GarpNeER (continuing). You would have to get your normal 
profit back; you understand that? 

Mr. Cuumpris. 38.7 was your actual figure? 

Mr. Garpner. No; that was my forecast. 

Mr. Cuumpris. Forecast for the first 6 months ? 

Mr. Garpner. After the price increase. 

Mr. Cuumpris. What was your actual for 1956? It was 42.3; is 
that right? 

Mr. GARDNER. Yes. 

Mr. Cuumpris. And that was the year of the steel strike. 

Mr. GARDNER. Yes. 

Senator Keravuver. All right. 

Mr. Gardner, is there anything else you wish to add ? 

Mr. GarpneER. No, sir. Thank you very much. 

Senator Kerauver. We are very grateful to you for this very inter- 
esting presentation. 

Since Mr. Gardner is from Wisconsin, do you wish to ask him any- 
thing, Mr. Bolton-Smith ? 

Mr. Botron-Smirn. Thank you. 

Did you mention that 1 company had a 35 break-even point, or 
was that just a rounded figure related to the low United States Steel 
break-even point ? 

Mr. Garpner. I stated that, under my 1,500 companies that I have 
studied all these years, I have only run across 1 company that had a 
low break-even point of around 35 percent. I do not remember the 
name of the company at this time, but it is a very unusual thing. 

Mr. Botron-Smirn. That is what I wanted to clear up for the 
record. 

Mr. GarpNer. This is the new record, as far as I am concerned, for a 
low break-even point. 

Senator Kerauver. What is a new record ? 

Mr. Garpner. The United States Steel’s breakeven point in per- 
centage of going sales. 

Mr. Botron-Smiru. Mr. Chairman, I think this has been a most 
interesting and helpful statement. 

Senator Keravuver. Mr. Arnold, do you have any questions you 
want to ask? 

Mr. Arnotp. No, thank you, Senator. 

Senator Kerauver. Miss Brooks, you have not been asking any 
questions. We would like to get a female touch to this. 

Miss Brooks. No, thank you. 

Senator Krrauver. Mr. O’Callaghan ? 

Mr. O’CaLLAGHAN. No, sir. 

Senator Krrauver. Then, to sum up, according to the break-even 
point, the steel companies could have increased their prices less and 
would have had a satisfactory break-even point. If they had reduced 
their prices by 10 percent instead of i increasing them by 4 percent, they 
would still have had a break-even point in the fifties or early sixties, 
which is in line with what you think a sound business can operate on ? 

Mr. Garpner. You would have to restate that just slightly. The 
10 percent, which gave them around 60 percent break-even point, was 
after the increase. If I figured it before the increase, it would be a 








752 ADMINISTERED PRICES 


different figure. It would be closer to 70 percent. But I meant going 
from where they are right now and adding, taking 10 percent off right 
at this moment, they would have a break-even point of less than 60 
percent. But you cannot do both. You could not leave off the in- 
crease they have already had and then take 10 percent off and have a 
60-percent break-even point. Does that restate the question properly ? 

enator Kerauver. You mean with the increase, if they now reduced 
prices by 10 percent, they would have a break-even point a little under 
60 percent, which is satisfactory, according to your studies? 

Mr. Garpner. I would say that it was a satisfactory condition. 
However, it would depend upon their ability to hold their other costs 
during that same period of time to the formula I have set up. If 
— costs went up, that break-even point would shoot up quite 
rapidly. 

Benstior Keravver. In what you are talking about, there would be 
an actual decrease of $12 a ton. 

Mr. Garpner. Yes, sir. 

Senator Keravuver. $146; that would be about $14 a ton. That is 
a lot of money. 

Mr. Garpner. Yes; it is. It would take about half their profits, 
if you figured it backward, just from their profit point of view. 

Senator Keravuver. But you feel, instead of amassing profits, they 
ought to be trying to get a more realistic depreciation; is that right? 

Mr. Garpner. Yes,sir. I think that is fundamental. 

Senator Kerauver. Thank you very much, Mr. Gardner. We are 
grateful to you for your study. 

Mr. Garpner. Thank you, Senator. 

(The article from the Wall Street Journal of October 30 on the 
third-quarter report of United States Steel, referred to earlier, and 
United States Steel’s third-quarter statement, may be found in the 
appendix, the former on p. 1054 and the latter on p. 1033.) 

Mr. Sendzimir, will you come around, sir ! 

Mr. Sendzimir, this is Senator Dirksen. 

Mr. Sendzimir, you are the president of T. Sendzimir, Inc. ? 


STATEMENT OF T. SENDZIMIR, PRESIDENT, T. SENDZIMIR, INC., 
WATERBURY, CONN. 


Mr. Senpzrmir. Yes, sir. 

Senator Kerauver. That is located in Waterbury, Conn. ? 

Mr. Senpzimir. That is in Waterbury. 

Senator Keravuver. We understand you have flown your own plane 
down here and you want to get back as early as possible, so we are 
going to go on here for about 30 minutes. Then we will try to come 
back, if we do not finish, as soon after lunch as possible. 

Mr. Sendzimir, give us something of your background and some- 
thing about your company and something of your technological de- 
velopments. Then you have a statement which we will print, but you 
can read all of it that you want to, and enlarge on it as you wish. 
You proceed in your own way and tell us first about yourself. 

Mr. Senpzrmir. Exactly. 

I have several developments that I have given to the industry. 
This planetary mill that you have kindly taken an interest in is the 
third one. 
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My name has been partly known through my reform of galvaniz- 
ing, Which is metal coating by the hot method, and that came in the 
early thirties. 

One of the companies in the United States started it after I de- 
veloped it in Europe in 1932 and 1933. 

It came to the United States in 1936, and today that is a virtually 
completed reform. The old process is as good as nonexistent not 
only in this country but disappearing fast throughout the world. 

Senator Kerauver. Mr. Sendzimir, you are a citizen of the United 
States ? 

Mr. Senpzimir. I ama citizen, exactly. 

Senator Kerauver. Since when ? 

Mr. Senpzimir. Since 1947. I am a resident since 1939. 

Senator Kerauver. What was your native country ? 

Mr. Senpzimir. Poland. I was born in the eastern part of Poland 
and educated there. 

Senator Dirksen. What is the company of which you are the presi- 
dent ? 

Mr. Senpzimir. T. Sendzimir, Inc., with subsidiaries abroad. 

I have a Sendzimir, Ltd., in London, and Procedes Sendzimir 
S. A. R. L. in Paris. 

Senator Dirksen. What do you you produce? 

Mr. Senpzimir. We are only an engineering company. 

Senator Dixksen. I see. You produce no goods or commodities or 
merchandise of any kind? 

Mr. Senpzimir. No machines. In producing and building, I am 
vice president of the Waterbury Farrel Foundry & Machine Co. 

Senator Dirksen. Is that a gray-iron foundry ? 

Mr. Senpzrmir. The Watecunes Farrel Foundry & Machine Co. is 
known probably throughout the world for their boltmaking machines, 
machines to form nuts, but then they have rolling mills, presses, and 
other rolling equipment. They are exclusively building Sendzimir 
cold-strip mills. 

Senator Dirksen. How many people do you employ ? 

Mr. Senpzimir. At Waterbury Farrel, 1,200. 

Senator Dirksen. In your engineering operations, how many ? 

Mr. Senpzimir. Throughout the United States, France, and Eng- 
land, about 70 people. That is 70 people today. 

Senator Dirksen. Seventy people? 

Mr. Senpzimir. Yes. 

Senator Dirksen. All engineers? 

Mr. Senvzimir. Most of them engineers. 

Senator Dirksen. You do a consulting service for American in- 
dustry ¢ 

Mr. Senpzimir. When we project new installations; we have to put 
them on paper, study them, draw them, and then we are responsible 
for the execution of the work and we assist in putting them in opera- 
tion. 

Senator Dirksen. What is your own scholastic background ? 

Mr. Senpzimir. I am a mechanical engineer. 

Senator Dirksen. Where did you get your training? 

Mr. Senpzimir. In Poland, in the city of Lwow. That name may 
be familiar here because that is the part of Poland that has been occu- 
pied by Russia after the war. 
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Senator Kerauver. We are going to talk about the planetary mill, 
but you have developed other processes in steel, have you not, Mr. 
Sendzimir ? 

Mr. Senpzrmir. Exactly. I just said that the first one is the process 
of galvanizing sheets. We all know galvanized sheets on the roofs 
and corrugated sheets. They used to be processed before by first 
annealing them, putting them in boxes and heating for a week at high 
temperature, then cleaning in acid, then w ashing i in water, and then 
fluxing in a salt, then putting through a galvanizing spelter bath, then 
wi ashing again, and then that was a finished sheet. The process was 
wasteful and working conditions very unsanitary. The men almost 
could not see each other there and they had to breathe those acid 
fumes. 

I have introduced a method whereby a strip of steel goes first 
through an annealing oven under a reducing atmosphere consisting 
chiefly of hydrogen gas, and then goes directly through the bath of 
molten zine and comes out as a finshed sheet. Not only is this process 
hygenic, but it produces a much better sheet, a sheet that can be drawn 
and formed. The zinc does not flake off. On top of it there are econ- 
omies that range from $15 to $20 a ton, so that my process has been 
gradually adopted and, I would say today that the old method is gone 
completely. 

Senator Kerauver. You mean the steel companies which are making 
galvanized sheet have adopted your method; is that it ? 

Mr. Senpzrmir. My method or today some of them have developed 
their own method which is based, by and large, on this one, but today 
the old process is completely gone. 

Senator Krrauver. You have pioneered some of the developments 
in steel, have you not? 

Mr. Senpzmir. The second of my developments is fairly well 
known and is the Sendzimir cold-strip mill which is based on the fact 
that a small roll rolls better than a big roll. 

If you roll a metal with a small roll you can reduce it with very 
much less pressure than with conventional big rolls, and many com- 
panies are now using this mill for alloy steels and for magnetic steels. 

For instance, in stainless steel, with one exception, all the steel 
companies in this country have installed Sendzimir mills. 

Senator Kerauver. What kind of mills? 

Mr. Senpzrmir. Cold-strip mills; that is a very different mill from 
the hot planetary mill. 

Senator Krrauver. Could you tell us very briefly what have been 
the principal developments in improving the technology in the mak- 
ing of steel in the last century ? 

Mr. Senvzimm. In the last centur y? 

Senator Kerauver. Well, the last 20 years. 

Mr. Senpzimir. A century ago we started making steel. Before 
that, since times immemorial we were making puddling iron. 

Senator Krravuver. Not all of them, but what are the principal 
improvements in the technological making of steel in the last 20 
years ? 
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Mr. Senpzimir. In steelmaking as such there are no substantial 
changes. 

When you said “century,” then, of course, the open hearth and— 
what is called in Europe Siemen’s-Martin furnace after its 2 inven- 
tors—and a little prior to that, but almost simultaneously the Bes- 
semer process, were the 2 big methods that made the steel industry 
from a small hand forge produci ing puddling iron to a large sized 
steel industry. 

But since that time they have only grown in size rather than under- 
going any changes in principle. 

Int the last 20). years there is only one item that has been added to it; 
that is the increased use of oxygen, and that has made possible a BO 

‘alled top-blown converter as introduced in Austria, which permits 
substantial economies, in capital Investment over today’ s open hearth, 
which is the standard process of steelmaking in this country or even 
over the so-called basic bessemer, which is the standard in France and 
the rich phosphorus iron ore areas. 

But there was a radical improvement in the last, maybe a little more 
than 20 years, in making sheets, and that was the continuous hot strip 
mill. 

That was originated in the early twenties by the Armco Steel Corp., 
and that has completely revolutionized the industry in the production 
of sheets from the old method where you had to roll them in two high 
mills, heating single flat bars and cross-rolling them. As they elon- 
gated, they folded them together, and they rolled again and folded 
again, and then they had to tear them apart, and losing quite a good 
deal through tearing, a very laborious method. 

All that has been done away with, and today everybody uses that 
continuous hot strip method, and that is precisely the method that my 
new planetary mill is expected to supersede. 

Senator Kerauver. Armco is an American development ? 

Mr. Senpzimir. Yes. 

Senator Kerauver. Armco has made a very substantial development 
and you have made a great contribution in your three developments. 
Where did the other developments come from like bessemer ¢ 

Mr. Senpzrmir. Bessemer is English, Sir Henry Bessemer. Thomas 
is also English. 

Senator Krravuver. Is either the one you referred to, Senator 
Dirksen, as having invented stainless steel ? 

Senator Dirksen. No. Brennan. He was an Englishman. 

Mr. Senpzrmir. The commercial development came rather from 
Germany, Krupp. 

Senator Dirksen. But it started in England, as I recall. 

Mr. Senvzimir. I believe simultaneously because there is one steel 
company in Sweden which claims that they have the basic patents 
that come about the same time, that is, the use of chromium in a 
certain concentration with iron that makes the alloy rust resisting 

Senator Dirksen. The history books credit Mr. Brennan with the 
development of stainless steel. 

Senator Kerauver. But the commercial development was in Ger- 
many. 
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inten have a handsome young man with you. Will you identify 
im 

Mr. Senpzimir. Mr. Romer is my assistant, and he has been with 
me for some time. 

Mr. Romer. My name is Romer, R-o-m-e-r. 

Senator Kerauver. What is your first name? 

Mr. Romer. Andrew. 

Senator Kerauver. We are glad to have you here too. 

All right, Mr. Sendzimir, we appreciate the contribution you have 
made to the technological improvement in steel. You have a state- 
ment here about another development. Do you want to tell us about it 
or read your statement ? 

Mr. Senvzimir. That isa so-called planetary mill. 

When I mentioned that development by eneen Steel of the earl 
1920’s that has revolutionized the industry of sheet making and which 
is responsible for making the Steel companies from already fair 
sized companies into colossal size companies, because of the big in- 
vestment necessary. The planetary mill is really a way for enabling 
the steel industry to do the same thing on a much smaller scale and in 
a better way. 

Senator Kerauver. To do the same thing, what do you mean? 

Mr. Senpzrir. That is the step of reducing a steel slab which is 
a piece of metal, say, 6 inches thick and 50 inches wide in 1 single 
pass into a steel strip that may be one-tenth of an inch thick, and it 
is done in this 1 pair of rolls that go around at a very fast rate of speed 
and, as the heavy heated slab is forced forward by these rolls, it 
issues as a thin strip all in 1 single operation. 

Senator Kerauver. How many operations would this generally re- 
place? I have seen the Fairless mill over at or near Philadelphia, 
and it goes through many, many rollers. How many rollers would 
this replace ? 

Mr. Senpzimir. This mill replaces the conventional mill which 
starts with the same slabs which are first pushed through the furnaces, 
then pass through a scale breaker, and then through 4 or more rough- 
ing stands, and then through another scale breaker, and through 6 
finishing stands, then a cooling bed, and then it is coiled up, from 
then on it is cleaned in acid, and then comes out as a clean strip ready 
for subsequent cold rolling. 

Senator Kerauver. That is the conventional method ? 

Mr. Senpzimir. That is the conventional method. 

What you see on this picture will produce about 300 tons of strips 
per hour, but the investment is about $50 million. 

Senator Kerauver. You mean the equipment costs about $50 
million ? 

Mr. Senvzrmir. Exactly. 

Senator Keravver. Plus the building, and your process would re- 
place all that; is that correct ? 

We will put those diagrams in the record. 
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a if I may, I would rather proceed with my written statement 
which 

Senator Keravver. On that basis it would be about one-third of the 
cost 6f the operation ? 

Mr. Senvzimir. Reduce it down to one-third. 

Senator Kerauver. Yes. It would be one-tenth of the cost, but 
would produce only a third as much ? 

Mr. Senvzrmir. One-third of production. 

Senator Kerauver. What percentage of reduction in overall costs 
would that be, do you figure ? 

Mr. Senpzrmir. That will come out of my prepared statement, be- 
cause an unqualified answer cannot be given. It depends on how big 
the industry and what they produce actually. 

Senator Keravuver. Go on with your statement. 

Mr. Senvzarmir. The planetary mill replaces the step in the hot 
rolling of strips and sheets that is now taken by the very expensive 
so-called continuous strip mill. Assuming the production of automo- 
bile body sheets, a steel ingot which is cast from molten steel, is first 
rolled on a slabbing mill into a slab of a typical section of 6 inches 
thick and 50 inches wide and weighing usually upward of 10 tons. 

The continuous strip mill converts this slab into a coil of hot-rolled 
strip which is a strip of the same width of 50-inch but only one-tenth 
or one-twelfth of an inch htick. In order to produce auto-body sheets, 
these coils are then cleaned from mill scale by pickling in acid and are 
cold rolled to the finished gage. 

The continuous hot-strip mill must therefore hot-roll the slab from 
its original thickness of about 6 inches down to about one-tenth of an 
inch and does that usually by passing through some scale-breaker 
stands and about 4 heavy roughing stands and 6 finishing stands. 
The whole installation, together with the necessary heating furnaces, 
coilers, and very long roller tables, is very expensive, I would say 
30 to 40 million dollars, plus buildings. To this must be added several 
million dollars for the pickling installation to clean the finished strip 
prior to cold rolling. On the other hand, the operation is fast and 
some of these mills reach a production of 300 tons per hour. 

A comparable planetary mill would give about one-third of that 
production but needs besides the furnace, only the planetary stand 
and usually also one light finishing stand. The roller table is rela- 
tively short and there is only one coiler necessary. Consequently the 
cost does not exceed 10 to 12 percent of the cost of a continuous hot- 
strip mill. The building costs are, of course, also only a small frac- 
tion because of the smaller floorspace required. 

To this big economic advantage of a low installation cost the plane- 
tary mill adds the following operating advantages: 

1. The planetary mill can roll a cooler slab than continuous mills. 
The slab is exposed only for a very short time so that it actually gains 
heat while in the mill. The consequence is less heat costs and less 
scale losses. 

2. The planetary mill produces strip to much closer tolerances. The 
slab enters into the mill at constant temperature and is consistently 
reduced to the same gage. In England some of these products are 
sold to the automobile industry where cold-rolled strips were required 
before because the hot-rolled strip from the planetary mill meets these 
conditions and tolerances. The expense of cold rolling is saved. 
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8. The planetary mill needs only a few men to operate it; therefore, 
even taking into account the lesser production, there is a substantial 
saving in manpower. 

Senator Kerauver. Will you excuse an interruption there? How 
about the maintenance of one as against the other? 

Mr. Senvzrimir. It is 1 stand instead of 10 plus 2 scale breakers. 

Senator Keravuver. One stand to maintain as against 10-—— 

Mr. Senvzimir. Ten plus two scale breakers, and sometimes more 
auxiliary equipment. It is considerably lower. 

Senator Keravuver. All right, sir. 

Mr. Senpzimir. Low-carbon steel is produced in such huge quanti- 
ties in this country that the present continuous strip mill with a 
capacity of about 2 million tons per annum is accepted as a con- 
venient unit. This does not, however, apply to all other countries 
especially the countries that had an old-established steel industry 
with individual works producting only one-fourth or one-half million 
tons of sheets per annum, 

In those places, the only way to modernizing from the old-fash- 
ioned hand-sheet-rolling method, which I just described, to strip 
production was by abandoning the old works and merging into big 
units, with subsequent displacement of all the workmen and chang- 
ing of the structure of the industry. 

‘he planetary mill can take care of such conditions very well be- 
cause it can be adapted to a capacity of such smaller works. Be- 
sides this, the planetary mill is versatile and can switch from one 
kind of steel to another, from one width or thickness to another and 
ean roll a variety of products during a single day which for a con- 
tinuous hot-strip mill is either impossible or very inconvenient. 

Take for instance the rolling of alloy steels such as stainless steel 
on a conventional hot-strip mill A mill that normally produces, say, 
200 tons per hour, will not produce one-third of that tonnage when 
rolling stainless steel which necessarily comes in orders of smaller 
quantity, various analyses and sizes following one after another. 

Therefore another big field for the planetary mill would be right 
in this country, as an adjunct to a continuous strip mill, capable of 
economically taking all the small orders, so-called cats and dogs of 
the production. The installation of such a mill would materially add 
to the economy of exploitation of the large mill whose production 
would thereby avoid interruption. 

Senator Dirksen. Mr. Sendzimir, you say it could be installed as 
an adjunct to the modern steel mill ? 

Mr. Senpzimir. Exactly. 

Senator Dirksen. The present steel mill ? 

Mr. Senpzimir. Exactly. 

Senator Dirksen. In other words, you do not have in mind re- 
placing these present processes, but simply adding to it for these 
smaller quantities of special steels? 

Mr. Senpzimir. Yes,.sir; if you avoid losses of time on the big 
mill, then this $40 million investment can produce better returns. 
Whereas, I believe, that those mills are so deeply embedded in the 
American steel-industry structure that it would take a big resistance 
to take them out. 

For one thing, they are not fully depreciated yet. This is not ar 
economic period yet to think of that. It will be probably a gradual 
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transition; by that time the industry will be more acquainted with the 
pene of the planetary mill. Maybe 5 years from now will 
the time. 

Senator Dirksen. Are you the designer of this planetary mill? 

Mr. Senpzimir. That is my invention. 

Senator Dirxsen. Is it a patented invention ? 

Mr. Senpzimir. Yes; it is patented; that is right. 

Senator Dirxsen. So your purpose is to try to sell this to going 
steel mills as an adjunct to their present processes ? 

Mr. Senvzimir. In the United States, if I consider a steel company 
ponrenine substantially low-carbon steel, that would be the case. 

ut when a company produces, for instance, only alloy steels, then 
the quantities are usually smaller, and for them the planetary mill 
would be the only production tool. 

An example of that is, for instance, Atlas Steels, Ltd., in Welland, 
Canada, near Niagara Falls who have a planetary mill. They have 
no other hot-reduction mills, but a planetary mill. 

Senator Dirksen. So it has a limited use. 

Mr. Senvzrmir. Well, stainless steel is a growing industry. But 
for the mild-steel industry, in Europe we have mills that only can 

roduce a hundred tons an hour, and for such works it would be 

oolish to spend all of the $30 million or $40 million on the full con- 
tinuous mill when they can get the same and better strips out of an 
investment of only maybe $214 million. 

Senator Kerauver. As I understand you, in answering Senator 
Dirksen’s question, if I may get it clear, where a new mill is starting 
out from scratch, then even For the mass rolling this planetary mill 
would be more economical ? 

Mr. Senpzimir. Indeed; yes. 

Senator Keravver. But you feel that since a great many mills 
have continuous rolling equipment already, some of it comparatively 
new, it might not be economically feasible for them to completely 
replace their continuous rolling mill with this mill, but in that case 
they could very well use it for specialty jobs? 

Mr. Senpzrmir. Exactly. 

Senator Keravuver. And handle smaller orders? 

Mr. Senpzimir. Right. 

Senator Keravver. Is that what you say ? 

Mr. Senpzrmir. That is correct. 

Senator Dirksen. What is the widest slab that any planetary mill 


—oer roll? 
r. Senpzrmir. The widest today rolls 40-inch slabs. That is a 
mill in Italy. I will mention it in a moment. 

4. Another advantage of the planetary mill lies in its ability to 
reduce difficult metals. Stainless steel, which is more and more in 
demand, is a typical example. It is relatively very resistant to roll- 
ing at high temperatures. A conventional continuous hot-strip mill 
which would normally roll, say, a 50-inch-wide mild steel grip down 
to, say, one-twelfth of an inch or even less, is only capable of rolling 
the same width of strip in 18/8 nickel chrome stainless steel, the well- 
known analysis of stainless that we ordinarily use, down to one-eighth 
of an inch or even thicker. 








ea eS es SE hl}! 


- 


egret 


ee 


ADMINISTERED PRICES 761 


For the planetary mill it makes no appreciable difference and it 
can reduce practically as much as is required, and this is responsible 
for a substantial saving in subsequent cold-rolling operations. 

The newer trends in metallurgy call for new and special metals and 
alloys, many of which are difficult to hot roll and require rolling tech- 
niques that are individually adapted to those metals and difficult to 
achieve on the big continuous hot-strip mill. These are the preferred 
fields of the planetary mill because of its colossal power of reduction 
and its versatility. 

Take the example of titanium. The effect of every second of ex- 
posure of the metal at high temperature to atmosphere is serious be- 
cause it lowers the physical properties of the metal. The planetary 
mill can reduce such slab in a few seconds to strip thickness at which 
it is sprayed with water and chilled immediately. 

The planetary mill knocks off the scale ahead of the pass, by the 
action of the little rollers themselves, and does not need a separate 
descaler like conventional mills do. The loose scale has to be blown 
off to prevent its being dragged into the pass which would spoil the 
sheet surface. 

But this permits to profit of a most unique advantage of the plane- 
tary mill in that the entering slab is completely free of scale and the 
whole time of rolling, at any portion of the slab, lasts only 1 or 2 
seconds which is not enough for any objectionable scale to form. It 
suffices to chill the issuing strip with high-pressure water to obtain a 
shiny and clean strip ready for cold rolling and not requiring any 
acid pickling or cleaning before that. This particular feature is in 
an experimental stage yet but when achieved will constitute a major 
saving in investment and operating costs. 

It will also permit to stop pollution of the streams by disposal of 
waste-pickling liquor. I want to add beside the printed part one more 
item, if I may, and that is the production of bimetals. I am thinking 
of the problem that you put to me, and I thought that as a future ap- 
plication that would be economically very important. 

Incidentally, there is another application of the planetary mill, as 
yet unfortunately in the experimental stage, that is the production 
of clad metals or bimetals. We know them today as rather costly 
products, for example in chemical works, say a container, that must 
have stainless steel surface and must be say three-eighths inch thick, 
is usualy made of mild steel with a skin of stainless only one thirty- 
second inch thick, and there is a saving when compared to solid stain- 
less, but not so large because the method of cladding is laborious and 
costly. 

On the contrary, the planetary mill which is capable of taking a 
heavy 6-inch slab and elongating it to strip thickness in a fraction 
of a second, creates ideal conditions for continuous cladding. It 
suffices to feed a clean strip of stainless steel, one on each face if pre- 
ferred, into the mill, alongside with the heated slab and a clad strip, 
a mild steel strip with a stainless skin can be produced at practically 
no cost added, except for the cost of the stainless steel strip itself 
which is, say, 10 percent of the total weight. 

I mention this feature because, when developed, this method might 
have a bigger effect on the future of the sheet industry than the other 
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I mentioned, especially the place of steel sheets on future competition 
with plastics, fiber glass, et cetera. We may yet see stainless clad 
auto body sheets, roofing sheets, sandwiched wall elements for houses. 
There is hardly any application where a bright, nonrusting steel 
sheet would not be preferred to the ordinary variety, if it can be 
bought at a small extra cost. 

When I said that the present structure of our steel industry is such 
that most of the large works produce 1 million tons of sheets per 
annum and upward and that therefore the continuous hot-strip mill 
is a normal equipment and the planetary mill will probably not be 
substituted for it except as an adjunct to take care of small orders, 
I meant this statement to apply to the present state of ingot produc- 
ing technique. There is, however, a radically different process being 
developed which is known under the name of continuous casting and 
if combined with that process, the planetary mill may radically 
change the structure of the present strip-steel industry. 

The conventional casting produces single ingots, which as was said 
above, are subsequently rolled into so-called slabs, of which a certain 
part is cropped because it contains unsound metal. The continuous 
casting process produces a slab directly and since it is cast contin- 
uously in a long length, there is no need of cropping because all the 
metal is sound and not segregated. The planetary mill can work 
these slabs directly without the need of a very expensive slabbing mill, 
thus avoiding the whole operation. 

Senator Keravver. Mr. Sendzimir, off the record. 

(Discussion off the record.) 

Senator Kerauver. Suppose we recess now until 1: 45. 

(Whereupon, at 12:45 p. m., a luncheon recess was taken until 1: 45 
p. m.) 

AFTERNOON SESSION 


Senator Kerauver. Mr. Sendzimer, you may proceed now. 

Mr. Senvzimir. Thank you, Senator. 

Before recess, Senator Kefauver, ladies and gentlemen, I had char- 
acterized the planetary mill as such, and shown its place. And then 
I had started to show how it can fit into the whole of the industry, 
and how two other processes that have recently been introduced, 
namely, the so-called continuous casting and then the so-called top- 
blown oxygen steel converter, can fit in to make completely integrated 
steel works of a medium size that, first of all, fit very well the condi- 
tion outside of the United States where the demand for steel is not as 
high as it is here. 

ut even in the United States, the steel works of about half a mil- 
lion tons per annum size, consisting of a blast furnace, several con- 
verters, and a planetary mill, and adjoining machinery, could con- 
tribute very well to diversification of the industrial structure of the 
country, and also could be very economical, because with the small 
ae outlay, it could produce steel at rates that the big works of 

ay cannot beat. 

I must make the reservation that I am speaking of a future develop- 
ment, not of something that I can show already today. I am thinking 
when these three are in their fully developed stage, we can visualize 
that situation. 
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So if I may now take up from there and finish reading my paper. 

We came to the ingot, or rather, the slab that is a product of a con- 
tinuous casting, and I have brought to the attention that such a slab 
will have a much better yield in ingot practice. Usually, depending 
on steel, 8, 10, 15 percent of the top part of it and some of the bottom 
has to be cropped off because it is unsound metal. 

In continuous casting, it does not segregate because of the short 
solidification period. ‘Therefore, it is all sound. 

Now I come in to join it with the planetary mill. 

Attention must be drawn to the fact that an ingot or a continuously 
east slab has a structure of a casting, and therefore a slabbing mill 
when rolling an ingot has to roll it very gently and take only small 
passes at first to avoid producing cracks in the ingot, and only after 
the whole mass of metal] has been carefully transformed into a forged 
structure can heavy passes be taken. 

The planetary mill has a unique feature of squeezing the metal, 
so to say, from all sides, and therefore there is no danger of cracks 
and we have repeatedly rolled such continuously cast slabs at normal 
speeds and made the same heavy reduction where a 20-foot long slab 
is converted into a 500-foot to 1,000-foot long strip all in one single 

ass. 
x There are only a few continuous casting installations in commercial 
exploitation throughout the world, but they are making a very steady 
and definite progress and new ones are being started. 

There is 1 in Canada, producing stainless steel slabs for the Send- 
zimir planetary mill; there are 7 in Europe, producing soft steel and 
alloy steel; and recent disclosures show that it is currently being used 
on a large scale in Russia. 

Personally, I see such advantage in using this system that I expect 
it to be adopted for soft steel on a large scale before long. When that 
stage is reached, a planetary mill can be disposed vertically under the 
continuous casting machine and take the slab as it is produced in one 
continuous length. 

I expect that a works in France that already has a very good con- 
tinuous casting installation will be the first one to follow this method. 
This will be for a modest production of about 60 tons per hour only, 
but the expected results are, first of all, in yield, getting more tons of 
finished strip per ton of molten metal, in fact almost no losses at 
all; secondly, investment cost, which is very considerablly less than on 
conventional installations; and thirdly, big savings in labor expenses, 
both operating and maintenance labor. 

There is a third development that can be considered as an ally in 
the development of future steel works for ordinary soft steel, and that 
is the Austrian development of top-blown oxygen converters. 

They take the place of the open-hearth furnaces, the tendency for 
which was to grow in size, until now they are around 500 tons ca- 
pacity each, that is, the modern installation. 

On the contrary, the oxygen converter is quite economical at 50 or 
75 tons, and the cooking time is only about half an hour. Therefore, 
a small investment gives a large production, while the quality is just 
as good as open-hearth steel. 

Moreover, what is advantageous for continuous casting, there is a 
steady flow of molten steel available at the right temperature out of a 
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number of such converters, whereas a large 500-ton open-hearth fur- 
nace has to be emptied quickly, and then there is a long wait before 
the next heat is ready. 

This last-named process is already being used to quite an extent 
in this country and in Canada, and w hen the development of the three 
together is accomplished, the complete steel works, beginning with 
molten pig iron and finishing with hot-rolled coils clean and ready for 
cold rolling, will cost less than 40 percent of the present investment 
costs, will permit large savings in manpower, and assure work under 
more ‘sanitary and agreeable working conditions. 

To answer the question as to what extent the planetary mill has 
passed the development stage and entered into commercial exploitation, 
I would say that four continuous operation planetary mills have been 
buil€: 1 in Canada, 2 in England, and 1 in Italy. 

The Italian mill is the biggest one, taking 314-inch thick by 40-inch 
wide slabs. All four are operated commercially except that the 
Italian has been temporarily stopped during a bad market depression 
in Italy. 

The mills roll low carbon, that is, ordinary soft steel, stainless steel 
and high-carbon steel of satisfactory quality, and in many respects 
a better quality, better surface, and better gage tolerances than the 
conventional equipment. 

There are 3 planetary mills in this country, all 3 of the intermittent 
rolling type where a heated slab is pushed into the mill by a hydraulic 
cylinder. These mills are small, for 10-inch wide slabs only, and one 
of them is installed very near from here, at the Naval Ordnance Labo- 

ratory in Silver Spring, Md., doing work on developing new magnetic 
and electronic materials. 

The other one is installed at the new Cermet Laboratory of General 
Electric in Schenectady, N. Y., doing a similar work; whereas the 
third one is owned by M: agnetics, Inc., i in Butler, Pa., doing a limited 
production work, also on magnetic materials for elec tronic devices. 

The technique ‘of rolling on the planetary mill is different than on 
the conventional mill, and it takes some time to develop the necessary 
know-how and to train the personnel, but most of this work is alre: idy 
behind and these mills are used quite efficiently. 

Senator Kerauver. Mr. Sendzimir, we appreciate your statement. 
There are one or two questions I w ould like to ask. 

First, with respect to the mills in Europe—1 in Canada, 2 in Eng- 
land, 1 in Italy—are these in commercial operation, as substantial 
mills? 

Mr. Senpzimire. All four 

Senator Keravuver. Or are they pilot experiments ? 

Mr. Senpzmmir. No. All four are in commercial exploitation. All 
four are producing products to the market and are paying their way. 

Senator Kerauver. Have you secured information as “to how the 
cost of this process compares with the cost of a conventional process, 
from the actual operation of these mills ? 

Mr. Senpzimir. It may be too early yet; you see, these mills have 
not yet been in operation long enough. They offer substantial savings. 

We have to acquire the necessary practice, our personnel is still not 
fully experienced. It takes a long time to develop the crew properly. 
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Please bear in mind that the development of the continuous hot- 
strip mill that 1 spoke of, this very big mill, took many years before 
it developed into a normal production tool. 

Senator Kerauver. The capital cost of these mills is substantially 
less than if they had installed continuous-strip mills ? 

Mr. Senpzimir. Yes. 

For instance, let us compare the Italian 40-inch planetary mill pro- 
ducing about 70 to 80 tons an hour. That mill, with the furnace and 
all the appurtenances, has cost there about $21, million, plus the 
buildings, while a conventional continuous hot-strip mill in the 
United States, with a production of around 200 tons, would be today 
well over $30 million. 

Senator Kerauver. Where is that Italian mill located ? 

Mr. Senpzimir. In Milan. 

Senator Krerauver. The mill in Canada, that is the Atlas Steel Co. ? 

Mr. Senpzimir. The Atlas Steel, in Welland, Ontario. It is near 
Niagara Falls. 

Senator Kerauver. What has been the experience in the operation 
of that one? 

Mr. Senpzruir. That mill has a very good experience. It rolls 
only stainless steel. It has proved the “versatility of the mill. We 
have there about 24 different analyses of steel in all sizes, jumping from 
one size to another, which would be almost impossible to roll economi- 

‘ally on a continuous mill, and we do that without interruption. 

Senator Krravver. You give a list of the mills that are operating 
here in the United States—the Naval Ordnance Laboratory and 
Cermet Laboratory at General Electric, and Magnetics, Inc., in 
Butler, Pa. Are these substantial operations / 

Mr. Senpzimir. No; all research mills. 

Senator Krrauver. All research mills? 

Mr. Senpzimir. All research mills to develop new metals. The 
planetary mill as a research tool is a very important tool, because it 
permits to reduce metals which are very hard to roll. We have re- 
duced metals that would be almost impossible by other means. For 
instance, highly refractory metals, like Inconel and all those re- 
fractory met tals that don’t yield under high temperatures, this mill 
is capable of rolling. These metals are “useful principally in jet- 
planes and gas turbines. 

Senator Kerauver. Why is it possible to more effectively reduce 
metals by this method ? 

Mr. Senpzrmir. Because of the use of small work rolls. A normal 
mill is incapable of employing small work rolls because the small roll 
would escape and bend away. It is the backing of the rolls that solves 
the problem. 

Senator Kerauver. Can you show us on the diagram and explain 
what you mean? Turn it around so everybody can see it. 

Mr. Senvzrmm. The rolls reduce the metal, and each roll is very 
small. That is the conventional roll [indicating]. That roll would 
reduce metal maybe 20 percent and no more. You would have to put 
it in the furnace, reheat it, and then put it ‘back in the mill and roll 
again 20 percent. This is because in those mills, as you roll it in 
several passes, the metal will cool down and, because of that, it be- 
comes difficult to roll it. 
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In the planetary mill, as the metal is fed in, it only takes about 
1 second for the metal to come from here to there, the beginning to 
the end of the reduction zone [indicating]. Therefore, not only it 
doesn’t lose any heat, but it comes out much hotter than it went in, and 
that is the reason why stainless steel and the nickel alloys, all metals 
that are very hard to reduce, can easily and readily be reduced in 
this mill. 

Senator Kerauver. As I understand it, the rollers on the perimeter 
of the large roller turn very rapidly, too. 

Mr. Senpzrmir. Yes. These rolls turn, the inside roll turns most 
rapidly, and the satellite rolls follow it at about half that speed. 

enator Keravuver. And the satellites turn in the opposite direction 
from the large roll ? 

Mr. Senpzrmir. Exactly. 

Senator Kerravuver. So, that generates pressure and squeezes the 
metal; is that correct ? 

Mr. Senpzrmir. Exactly. 

Senator Krravuver. All right, sir. So there is in the steel indus- 
try, no commercial use of this method in the United States ¢ 

Mr. Senpzimir. Oh, there is a big interest. We spoke to many of 
them, and many of them have already been to see our mills in Europe. 
The interest is there. But the United States steel industry is so large 
that, naturally, they want a little more proof. The first question al- 
ways is, “Can you show us one of our size in operation.” If what we 
can show is smaller, “That is not enough proof. We are interested, 
but we will wait and see.” 

Senator Kerauver. What I meant was that, while they are inter- 
ested, none of them have adopted the method or are using it at the 
present time. 

Mr. Senpzimir. Not yet. 

Senator Kerauver. What sort of basis do you offer it to them on? 
Is there a royalty offered ? 

Mr. Senpvzrmir. The individual works buy their mills directly from 
the builders, and they pay us a small tonnage royalty. 

Senator Keravuver. Do you have your royalty charge so high they 
cannot afford to use it? Is that part of the reason ? 

Mr. Senpzrmir. I don’t believe that that would be the obstacle, be- 
cause our cold mills have been developed on that same basis, and many 
are used in this country. The royalty bearing period on these mills is 
now terminated. 

Senator Keravuver. I do not want to have you give away any trade 
secrets or any confidential information, but can you tell us anything 
about the royalty you charge for the operation of a mill of this type? 

Mr. Senpzrmir. For instance, on the Atlas Steel 

Senator Kerauver. That is the Canadian ? 

Mr. Senvzrmir. That is the Canadian; yes. I would rather say, 
as a general rule, it would be about half of 1 percent at the stage the 
material leaves the mill. That is to say, it is very much less in pro- 
portion to the finished product. 

Senator Keravver. Are these experimental ones here using your 
equipment? Is that your equipment they are using, or equipment you 
have invented ? 

Mr. Senvzimir. No; that is their equipment, and, of course, there 
is no tonnage royalty on those. 
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Senator Krravuver. This is not your patent they are using? 

Mr. Senpzrmir. Oh, yes; all my patent. 

Senator Krauver. I am talking about these three that are operating 
here in the United States on an experimental basis. Are they your 
patents, and do they pay a royalty ‘ 

Mr. Senpzimir. No, no. ‘There was, on each one of them, one lump- 
sum royalty. There was probably something like about $5,000 on a 
mill, because we had to supply drawings for it, and so on. But there 
is no tonnage royalty on the production on a research mill. 

Senator Kerauver. Anyway, you have your charges down to where 
the royalty, whether on a lump sum or whether on the amount of steel 
produced, is very small and not prohibitive, and it is not going to 
stand in the way of the use of this process ? 

Mr. Senpzimir. Well, as the process will become more used on a 
larger extent, then naturally they will drop. I take the example of 
the continuous-strip mill, the predecessor of this one. That, also, was 
started on a little larger royalty, and then, as and when it became 
used all over, these royalties were gradually reduced. 

Senator Kerauver. Are there other types of planetary mills that 
are available, or which companies can use, outside of yours? 

Mr. Senvzrmir. I know of no planetary mills in commercial ex- 
ploitation. I know of some experimental mills in Germany, but none 
of them has ever been used in production yet. 

Senator Kreravver. Do you know whether the Soviet Union in their 
steel works are using any process of this kind ? 

Mr. Senpzimir. I believe that if they had anything resembling a 
planetary mill, we would have known it. For instance, about con- 
tinuous casting, we know it from various reports. They publish 
a monthly on steel where there are articles showing various installa- 
tions, and it is from that paper that I gathered that quite a substan- 
tial production of continuous cast steel is going on in Russia. 

They have even copied my cold mill to some extent, but I have not 
seen anything that would even resemble an attempt on the planetary 
mill. 4 

Senator Keravver. Mr. Dixon, do you have some questions? 

Mr. Dixon. Yes, Mr. Chairman. 

Mr. Sendzimir, Senator Kefauver just brought out from you a 
comment to the effect that none of the commercial users of the plane- 
ra mills are in the United States. 

n that respect, we received certain information through our State 
Department with respect to new innovations in steel production, and 
one of the bits of information we got came from a Mr. Brassert, who 
is president of the Brassert Co., and I would like to read this—— 

Senator Keravver. First identify Mr. Brassert. 

Mr. Drxon. Mr. Brassert is president of the Brassert Co., and it 
was his father, as I understand, along with others, who eventually 
brought to perfection the oxygen-converter method. 

Mr. Senvzimtr. May I correct it slightly ? 

I know very well Mr. Herman M. Brassert, the father, who is 
a contemporary, within three or within a few weeks born of each 
other, of Winston Churchill, and Dr. Schweitzer, the well-known 
doctor and philanthropist, now living in central Africa. 
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Brassert has been with United States Steel Corp. Then by the turn 
of the century, about 1900, he had been the exclusive agent for 
Heroult. That is another process in steelmaking that has been 
brought from aan to America. That is, the process of electric 
steelmaking, as we know it today, was conceived by a Frenchman, 
Heroult, and was brought into this country by Herman Brassert. 

From that time on, Herman Brassert was mainly interested and 
is quite an authority on ores, ore reduction, and blast furnaces. 

In the last, say, 3 or 4 decades, there was hardly any major proj- 
ect in the world, in ore, low-concentration ore, and so on, where Bras- 
sert was not called as an expert. 

Now, he still lives in Florida. He is very sick and retired. 

That is 1 of his 3 sons who has that Brassert Co. in Geneva. 

Senator Keravuver. His son, the president of the company, is a 
capable man ? 

Mr. Senpzimir. Oh, very much so. 

Senator Kerauver. Where is this company ¢ 

Mr. Senpzrmir. In Geneva, Switzerland. 

Mr. Drxon. The statement I am going to read is from bis son, Mr. 
J. E. Brassert, and it is as follows: 

I do believe the true reason for the lack of initiative in this field in the steel 
industry is the fact that in the United States the proportion of technically 
trained men at the heads of steel coporations is one of the lowest in the world. 
Specifically, this proportion is far lower than in most European countries and 
in the U. S. S. R., as here used, the expression technical training refers to an 
incentive educational training in mathematics, chemistry, and metallurgy ac- 
companied by an extensive worldwide knowledge of the industry and its prob- 
lems, structure, and development as related to the general industry and social 
problems of the time. 

Although it is technical, this knowledge is, in principle, opposed to specializa- 
tion and departmentalization. The relative absence of such training at the 
highest executive level appears to be borne out by the pattern followed in the 
commercialization of new processes in the United States steel industry. With 
monotonous regularity the majority of steel producers quickly retrace the steps 
of the one company which has dared to take the lead in advertising or financing 
a new process. Rarely does the process wait long enough for the accumulation 
of technical information. Carefully engineered proposals, on the other hand, 
gather dust for years because executives have not the interest or initiative to 
base their decisions on the products of scientific evaluation alone. There are, 
accordingly, few tasks as difficult as to break the ground for new processes in 
the United States steel industry. 

The above is the symptom of an insufficiency which can be overcome only when 
our executives are ready to accord to the producers of knowledge the respect 
that they are accorded elsewhere in the world and when they become willing to 
grant to the pursuit of knowledge at least as much attention as is presently given 
to their volume of sales. 


You must have had great experience in this field, Mr. Sendzimir. 
Do you agree with the comments that 

Mr. Senvzrmr. I would not at all subscribe to that. The American 
type of executive is a very high-grade executive. It may be that some- 
time a president of a company has more financial than technical back- 
ground, it is possible. But he certainly has his agents that have 
proper technical backing. That would mean to imply what Mr. Bras- 
sert says that an American executive would not accept a new process 
because he does not see its advantages. That is not true. He can 
grasp it and he knows the advantages. 

The reason is very different: it is because the scale of American 
industry is colossal. 
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Senator Keravuver. Explain what you mean when you say the scale 
is colossal. 

Mr. Senvzimir. The scale of the works. 

_ If in smaller size European works I propose to put in a new method, 
a new machine that involves a certain risk, then that risk may be a 
question of, say, $100,000 or $200,000. Many works can afford it be- 
cause, even if they have to write it off, they will not be ruined. 

If you want to replace that same element on an American scale 
which usually is going into millions of dollars a year, a lack of success 
may mean a major catastrophe for a company. They have to think 
twice before they do it. They would rather retard the progress 
slightly and not jeopardize the life of the corporation. 

Mr. Dixon. Is it your opinion that American steelmaking compa- 
nies have not utilized these new inventions as widely as the Europeans 
because they are committed already in advance to this tremendous 
productivity that they have under way; is that your answer? 

Mr. Senpzimir. I did not mean to say that they do not use them. 
American industry is constantly using innovations. We are now 
singling out these three: Oxygen-blown converters, continuous cast- 
ing, and the planetary mill. 

Oxygen-blown converters, they have seen in Austria in actual op- 
eration, they have adopted them alre: uly. 

Mr. Drxon. One company; have they not? How many companies 
have adopted the oxygen converter ? 

Mr. Senpzimir. I believe the agents are Kaiser Engineers, and I un- 
derstand they are already using it and several installations are con- 
templated. Tt will spreé ad. You put one installation and everybody 
else is watching. If it will work, then others will adopt it. There is 
one oxygen- -blown installation in Canada at Dominion F oundries, and 
they are using it to big advantage. 

Please bear in mind this very nice Austrian process has still one 
drawback which is not completely solved. It produces fumes and 
dust out in Linz when you go in the winter maybe 10 miles from 
there you see that the snow is s red because of the iron oxide that goes 
with the fumes. 

They could not master it. 

Dominion are better than they, but still the question of stopping 
that fume is not completely solved, so that you have to step gently 
on those things. 

Mr. Cruumertis. Mr. Sendzimir, you mentioned $100,000 risk in a 
plant in Europe. Could you give a comparable figure to a major cor- 
poration like Bethlehem or U ‘ited States Steel or National Steel or 
Republic as to how much of a risk it would be to use this new equip- 
ment you are referring to? 

Mr. Senpzimir. If we are specifically referring to, say, a planetary 
mill to roll, say, as I mentioned here, as an adjunct to the contin- 
uous mill to take care of all small orders, we are speaking of an invest- 
ment of about, say, $3 to $4 million. 

Mr. Dixon. As against $30 million to $40 million ? 

Mr. Senpzimir. Yes, as against the mills they now have and which 
cost $30 to $40 million. 

They are, I would say, on the cautious side, but if there is any 
motive that retards it, it certainly is not the lack of knowledge or lack 
of appreciation of the facts. 
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Mr. Cuvumpris. I am not sure whether my question was fully 
answered. ; 

Let us assume you wanted to put your equipment in Europe. You 
say it would be $100,000. 

Mr. Senpzimir. Quite. 

Mr. Cuumerts. Now, for a similar plant in the United States, it 
would require a $3 million investment ? 

Mr. Senpzimir. It would not be a similar plant. I would say in 
Europe a small works will install a certain equipment of its size, and 
it isa relatively small equipment. 

Mr. Cuumpris. That would be $100,000 ? 

Mr. Senpzimire. For them it suffices. That same equipment would 
not be enough, for instance, for any of the major American companies. 

Mr. Cuumenrtis. That is right. 

But in comparison, if you had to invest $100,000 in Europe, how 
much would United States Steel have to invest in your equipment to 
do the job that it would want to do here in the United States? 

Mr. Senpzrmir. Well, I have given a very typical tool as an 
example. 

What I mean, $3 million would be equivalent of a mill that would 
roll, say, at least about 250,000 tons a year of 50-inch-wide strip, and 
that could very well be used as a normal tool to take care of small 
orders, alloy-steel orders, and so on, in the United States. 

If you want to have the same size mill put in in Europe, it will cost 
= one-third less, because of cheaper labor costs, but not less than 
that. 

When I am speaking of $100,000 or $200,000, I am not saying it 
is the same size equipment. I am saying it will be smaller equipment 
that under European conditions can still be used. 

Senator Keravver. Can you tell us, sir, about what the steel capac- 
ity of the various European countries is at the present time? Here 
in the United States, I think, we have over 100 million—it is about 
120 million; is it not? 

Mr. Senvzrmir. Yes; probably a little more than that—120 million; 
125 million. 

I do not know if I can give you all the statistics right away, but 
England and Germany would probably rank close together, around 
25 million each; Germany would probably be a little more.* 

France, to the best of my knowledge, is between 15 and 18 million 
tons per annum. 

Italy is only about 7 or 8. 

Japan is exceeding 10 million this year. 

J epi Keravver. And Belgium has quite a steel industry; does 
it not ? 

Mr. Senvzimer. In relation to the size of Belgium, but it should be 
probably about 7 or 8 million tons; and then Luxembourg comes close, 
as a small country adjacent to Belgium, with about 2 million. 

erg Keravver. Poland, with a new mill, has about 7 or 8 
million 


1Germany 26, England 22, Japan 15, France 14, Belgium 7, Ital 
Sweden 2, Russia 48. - ; 7 i 
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val Srenpzimir. Not that much. Poland may have about 4 million 
today. 

Even that is a big jump. Poland before the war hardly had more 
than 1.2 million tons. 

Senator Keravuver. What does the U. S. S. R. have now; do you 
know ? 

Mr. Senvzimir. This would be only guesses. I don’t know of any 
data that is officially released, but certainly more than half of the 
United States production. 

Senator Keravuver. More than half? 

Mr. Senpzimir. More than half of what the United States is pro- 
ducing. 

Senator Keravver. In the neighborhood of sixty-odd million? 

Mr. Senvzrmir. Yes; about that. 

But please do not quote me on statistics. If I knew I would have 
prepared myself and given you very exact figures. 

Senator Kerauver. Those exact statistics are available. I just 
wanted, in the context of this discussion, to have you give some idea 
about the size of these mills. 

I suppose it is also true that in Germany and Italy and, perhaps, 
England, and maybe to a lesser extent in France, that the mills they 
had, using conventional methods, may have been partially destroyed or 
damaged so that the investment in converting to new techniques would 
not be comparatively as great as it would be in the United States. In 
other words, in some places they would not be replacing existing good 
equipment because their equipment may have been destroyed ; isn’t that 
true? 

Mr. Senpzimir. Of the old style mills, many still exist in Europe, 
and that equipment should be replaced, because the old style of rolling 
sheets sheet by sheet is by today’s standards wasteful. 

First of all, the yield is very bad, because those sheets have to be 
trimmed. 

If you put in a thousand tons of sheet bars you may get 700 tons of 
sheets only out of it. 

Secondly, the work is tiresome and not quite hygienic for the men. 

The men are exposed to heat, are exposed to scale and so on, whereas 
in the new mills, the man is essentially operating pushbuttons far away 
from the mill, under much more agreeable conditions. 

Senator Kerauver. The point I was trying to make was, I assumed 
some of the mills in Europe were damaged or bombed out during the 
last war. 

Mr. Senpzrmir. Not too bad; oh, no. 

Senator Keravver. It was not too bad? 

Mr. Senpzrmir. Oh, no; no, not too bad. 

In the last 2 years the bombing technique was rather concentrated 
against the population to depress the morale, but even on a steel mill, 
I remember in the heart of the war, we were discussing that phase 
with foreign metallurgists that were coming here. We were talking 
about a slabbing mill or continuous mill, of which the works had only 


one. 

Well, if they have only one slabbing mill, and all the ingots go 
through that slabbing mill, it suffices to bomb that one out, and you 
stop the whole steel works. 
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But it just never happens. There has not been a single steel works 
that have been incapacitated. In this case it would have been for 
months if the bomb fell, and just destroyed the slabbing mill or dam- 
aged the slabbing mill. 

Senator Keravuver. I have been interested in the reports that show 
up here from time to time about some right good techniques coming 
from Austria. 

They seem to be doing very well in their steel production, in their 
new methods. 

Mr. Senpzrmir. Only one. Austria has that top blown oxygen 
converter. Austria has also one continuous casting unit in operation, 
the same as is used by Atlas in Canada and others. 

Senator Keravuver. Didn’t they produce the oxygen method? 

Mr. Senpztmir. Yes. That, I say, is the only new method I know 
that was originated in Austria. They are very good metallurgists, 
but I do not know if the Austrians have been responsible for any other 
revolutionary steelmaking process. 

Senator Kerauver. All of us who live in States where we have 
some iron ore, Wisconsin, where Mr. Bolton-Smith is from; Miss 
Brooks is from Missouri; and Mr. O’Callaghan from Wyoming; Mr. 
Arnold from West Virginia, and I am from Tennessee; Mr. Chum- 
bris is from New Mexico—we are all interested in the possibility of 
small mills being able to operate in our States where there are com- 
paratively small but good supplies of iron ore, rather than mining 
the iron ore and shipping it off to some remote place that does not 
give our local people employment. 

Mr. Senpzimir. Exactly. 

Senator Kerauver. Do you feel this continuous casting process, as 
well as the planetary mill and the oxygen converter, do offer hope of 

rofitable development, profitable processing, of this iron ore where 
it is located rather than having to send it off somewhere ? 

Mr. Senpzimir. Oh, very definitely, and that moment is close at 
hand now. 

Today, of course, when we speak of the Austrian process we take 
as raw material molten pig iron, which is a product of the blast fur- 
nace or of the Swedish type electric blast furnace. 

So from there on the whole thing can be made in this way at rela- 
tively small cost and a modest production, I would say, between a 
quarter and half a million tons per annum makes very compact and 
very economical works. 

Senator Kerauver. You say a quarter of a million tons per year 
can be the total production. Can you give us the estimate of what 
a mill with a continuous-casting process, an oxygen converter, and 
a planetary mill, plus the buildings, might cost ? 

Mr. Senpzimir. Yes. Of course 

Mr. Drxon. They have to have a blast furnace with that. 

Mr. Senvzimir. Now, I am speaking about the further finishing 
end, because so far we spoke of works capable of producing hot-rolled 
strip. 

Now, hot-rolled strip is not an article that is used by everybody. 
You either want a sheet to make automobiles or deep-drawn prod- 
ucts or you want a galvanized sheet for roofing or farm implements 
and so on, so there is still one step missing that we did not speak of, 
and that is the cold rolling. 
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So including the cold rolling and final annealing, a quarter of a 
million of tons per annum, including a blast furnace—for a blast 
furnace you must include about $4 million today 

Senator Kerauver. You mean the total cost would be about $4 
million ? 

Mr. Senpzimir. No, no; the blast furnace alone. 

Let me think a second for the total works. It would be not a far 
guess if I would say between $15 million and $18 million a complete 
unit to produce from 250,000 to 350,000 tons per annum. 

Senator Kerauver. That would be rather revolutionary in Ameri- 
can steel production, would it not? 

Mr. Senpzimir. The investment per ton would be rather revolu- 
tionary low. 

Senator Kerauver. Remarkably low. 

Mr. Senpzimir. Exactly. 

Senator Kerauver. You say the investment per ton would be low. 
Can you tell us and give us your idea about what the investment 
would be or whether you can compete with United States Steel and 
Bethlehem with a plant of that sort ? 

Mr. Senpzimir. Oh, if we speak of the production costs, the pro- 
duction costs by that unit would definitely be lower than even the 
largest mills here, very definitely. 

You only take the costs of depreciation on that, the cost of labor, 
everything is lower. 

Senator Kerauver. I think we heard some figure used by U. S. 
Steel, that they had to have an investment of $300 a ton output. 
Does that figure ring a bell with you? 

Mr. Senpzimir. That depends on what is included in that invest- 
ment. Those figures may be very misleading unless it is very ac- 
curately stated what they include. 

Senator Keravver. I think that is based on reproducing what they 
have at the present time. 

Mr. Senpzrmir. Right. 

Senator Keravver. Can you tell us what a new plant like this, lo- 
cated out in Wisconsin, might cost ? 

Mr. Senpzimir. Well, if we say $18 million for a production of 
300,000 tons per annum, that would be simple. 

That would be a $60-per-ton investment, which bears out about 
what I said at the outset. 

Senator Kerauver. You think then that new equipment of this sort, 
if you put in a new mill where you would have a capital investment, 
would turn out steel on the basis of your investment of $60 a ton, as 
compared with what United States Steel says that their replacement 
would be, which is $300 per ton ? 

Mr. Senpzimir. Yes. 

They are thinking in terms of very much more expensive equip- 
ment. The present “equipment of which the continuous steel mill is 
the biggest component is very expensive per ton, per annum. 

Senator Kerauver. Do you know, sir, whether ‘there is any interest 
among the people in the steel business in locating those small plants 
around the countr y, such as you described ? 

Mr. Senpzrir. It is difficult for me to answer because they have 
their own reasons. 
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There may be a question of administration; there may be a ques- 
tion of financial structure. 

I believe that from the point of view of, as you just mentioned, the 
individual States wanting to create their own steel industries, that 
is important. 

From the point of view of security of the country in case of war, 
so that if some of the major steel works should be incapacitated by 
some sudden attack, yet they will not all be incapacitated, that would 
also be important. 

But whether on a purely commercial basis the large steel com- 
panies would like to go and decentralize, I do not know. 

There are some cases on the record, and I believe that the State of 
Texas would be a good example, where at least 2 or 3 companies have 
already started their own works where they did not have any 
before. 

Senator Keravuver. Are you talking about the Lone Star Steel Co. ? 

Mr. Senpzimir. The Lone Star; then the Sheffield Steel, which is 
an Armco division, and then there will be at least one more. There 
are at least three today. 

Senator Kerauver. Certainly the decentralization would be as im- 
portant from the viewpoint of the defense of our country. That is 
one of our principles of civil defense, and of also in the location of 
new plants, not to have every plant where they will all get knocked 
out at once. 

Any other questions, Mr. Dixon ? 

Mr. Drxon. Mr. Sendzimir, do you have any knowledge about the 
new processes for the direct reduction of iron ? : 

Mr. Senpzrmtr. I have been following the processes of reducing, 
but there is nothing that, my opinion is, would be available immedi- 
ately for a large-scale production. They are available and useful 
when for any particular reason you want to finish with special forms 
of iron, so-called iron sponge or iron powder. In the instances where 
ar must have iron in that form, then you resort to those processes. 

ut I do not know of any process today that could justify direct re- 
duction of iron ore rather than the blast furnace. 

The reason for that probably is that blast furnace, as such, big as it 
is, is a relatively very efficient machine to produce pig iron. It is as 
old as humanity knows; we have increased the size of it, but the prin- 
ciples are basically the same as they were in Roman times. 

et, with the recuperation of heat and gases, the blast furnace, as 
we know it today, is a very efficient machine. 

Senator Kerauver. We were told yesterday by Mr. Easton of Kop- 
~ Co. that he had a report that by 1960, the Soviet Union would 

roducing 20 percent of its steel by the continuous casting method, 
and that also from his testimony the largest production seems to be 
in the Gorky Steel Works, at Moscow. 

Do you have any opinion about why they are resorting to this 
method? Do you have any information about it ? 

Mr. Senpzrmir. The reasons are salient. They apply anywhere. 
Any of the steel companies today could use continuous castings 
either in conjunction with other methods or entirely separately, with 
great benefit. But a new works can use it better because the con- 
tinuous casting permits big savings in investment, first of all. But 
the savings in yield, the savings in operation are also quite substan- 
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tial. I believe that some criticism may be right that the United 
States is relatively slow in adopting it. But today the Russian ex- 
periences are accessible. 

I have spoken to members of some delegations from England, of 
the steel industry, and from France, who have seen those installa- 
tions in Russia, and then, reciprocally, some of the Russian have 
been in Western Europe, and I believe that the experience gained 
shows that unmistakably this is the cheaper and better way of pro- 
ducing steel in large quantities; that the period of initial develop- 
ment is already past, and yet the difficult step to take for large steel 
companies is just the very large scale of production that is required 
in the United States. 

That is, a new works has to be started and has to produce steel 
right from the beginning; it is geared to that big scale, so that even 
if they installed a new continuous casting unit, and they had a snag, 
resulting in a delay of 1, 2, or 3 months—even that would kill the 
whole thing, and that is what they are afraid of. 

Senator Krrauver. Do you feel that dispersion of industry has any 
relation to their use of the continuous method in the Soviet Union, 
that is, to get the industries out, to spread them around the country ¢ 

Mr. Senpzrmir. Only when we are speaking of an integrated steel- 
works that has these units and is capable of converting iron ore into 
finished steel products, but continuous casting, per se, will not do it; 
it is only one element. 

Senator Krerauver. No; the point I was trying to make is, do you 
think it is being done in the Soviet Union for defense purposes? 

Mr. Senvzimir. Oh, no; it is done as a regular technological prog- 
ress. I might say, to be very, very rough, you may save yourself 
up to 10 percent yield. Instead of getting a yield of about 88 or 90 
percent, you get a yield of about 96, 97, or better. That is, you have 
to crop and discard less of the finished metal because it is all sound 
metal. 

Senator Krerauver. Have you been through the Fairless plant over 
in Pennsylvania ? 

Mr. Senpzimir. I have not been through. I know the Fairless 
plant from description. I have not been through it yet. 

Senator Kerauver. Are they using any new methods and technol- 
ogies that you know of ? 

Mr. Senpzmmir. Well, I know quite well they are using standard 
methods as used generally in this country, but they are very well 
developed. All the installations that they have are just about as 
good as today’s engineers are capable of making them. But there is 
nothing of the revolutionary new inventions. 

Senator Kerauver. All right. 

Mr. Chumbris, do you have a question ? 

Mr. Cuumpnrts. I just wanted to ask one question. We were talk- 
ing about this new equipment in Soviet Russia. 

ow, in Soviet Russia who operates the steel mills? The state 
operates them. 

Mr. Senvzimir. The state, certainly. 

Mr. Cuumpnris. So they are not worried about if they convert from 
one equipment to another, whether they lose time or lose money or 
how much of the reproduction of the equipment the cost amounts to; 
do they ? 
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Mr. Senpzrmir. Yes; there is no commercial calculation that would 
apply there. 

Mr. Cuumpris. Whereas the American companies have to consider 
that 3-month loss of operation. 

Mr. Senpzimir. Exactly 

Mr. Cuumpris. That is all. 

Senator Kerauver. Mr. Bolton-Smith, any question ? 

Mr. Botron-Smirn. No questions. 

Senator Kerauver. Mr. Arnold? 

Mr. Arnoxtp. They may not lose any money in Russia, but they 
might lose their heads. 

Mr. Senpzimir. That is true. 

Senator Kerauver. We certainly do thank you very much for com- 
ing down and giving us the benefit of your expert knowledge and 
your opinions to the committee. I hope you get back safely tonight. 

Mr. Senpzimir. Thank you very much, Senator. 

Senator Keravver. Mr. Groner, will you come around, sir. Sit 
right down here, sir. 

Mr. Dixon, do you have something to submit for the record? 

Mr. Drxon. Mr. Chairman, before Mr. Groner reads his statement, 
which deals specifically with the oxygen-conversion method, I think 
that for the record we should at this time include a statement by the 
Kaiser engineers division of the Kaiser Co. on the economic aspects 
of the oxygen-converter process. It was presented by two of their 
engineers before the American Iron and Steel Institute meeting in 
Cleveland, Ohio, on September 28-30, 1954. 

As I understand, Kaiser holds the license rights for that method in 
this country. The paper is short, and I think it would materially add 
to the record if we would include it at this point. 

Senator Kerauver. Without objection, it will be made a part of the 
record. 

(The document referred to may be found in the appendix on p. 
1386. ) 


STATEMENT OF JOHN VAUGHAN GRONER, ON BEHALF OF 
McLOUTH STEEL CORP. 


Mr. Groner. You do not associate me in any way with that, how- 
ever. 

Senator Keravver. What was that? 

Mr. Groner. I say, you do not associate me or my client McLouth 
in any way with that statement by Kaiser, with which I am not fa- 
miliar. 

Senator Keravuver. We certainly do not do that, Mr. Groner. 

This is by two employees of the Kaiser Steel Co. who are talking 
about the oxygen process and not about you or your company. 

Mr. Groner. I understood that, sir. I merely meant with any con- 
clusions they may have arrived at. They have a bill of goods to sell 
that I am not at all interested in, and I think the probability is we 
would not agree. 

Senator Keravver. All right, sir. 

We understand there is no community relationship between your 
conclusions and their conclusions. 

Mr. Groner. Good. 

Senator Keravuver. Mr. Groner, we appreciate your coming here. 
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You are the attorney for the McLouth Steel Co. Do you want to 
further identify yourself? 

Mr. Groner. [ am here simply as counsel for McLouth. I am not 
a metallurgist or steel man. 

I have attempted to gather together such material as I anticipated 
this committee would want. 

Necessarily, a great deal of what I say is on information and belief, 
and all of it certainly is not a matter of direct knowledge. 

So far as identifying myself, I practice law in New York. I ama 
member of a firm there, and I am primarily concerned with the litiga- 
tion of patent causes. 

Senator Krerauver. What is your firm, sir? 

Mr. Groner. Fish, Richardson & Neave. My office is at 20 Ex- 
change Place. 

Senator Krrauver. We requested the company to gather informa- 
tion which could be given to this committee about this process, and this 
has been gathered at our request, and you are here to present it? 

Mr. Groner. That is precisely right, sir. 

Senator Keravver. By way of identification, the McLouth Steel Co. 
has its headquarters in Detroit; is that correct ? 

Mr. Groner. Yes, sir. 

Senator Kerauver. According to the Fortune Directory, it ranks 
240th among the industries of the United States, and has sales for 1956 
of $163,907,000. 

Would that accord with your information ? 

Mr. Groner. I think it does certainly generally. I do not happen to 
have it. 

Senator Keravuver. All right, sir; if you will proceed. 

Mr. Cuumpris. Are you related to Chief Justice Groner of the Dis- 
trict Court of Appeals? 

Mr. Groner. I wasas long ashe wasalive. He was my father. 

Mr. Crmerts. Mr. Chairman, he is the son of Chief Justice Groner 
of the United States Court of Appeals. 

Mr. Groner. Formerly of the United States Court of Appeals. 

Senator Krravuver. Yes, sir. We knew your father well and re- 
spected him highly. 

Mr. Groner. Thank you, Senator. 

Shall I read this? 

Senator Kerauver. All right, Mr. Groner. 

Mr. Groner. Since everybody has it, it might be supererogation to 
read it to you. I do not want to burden you with anything unneces- 
sary. I am here to be helpful. 

Senator Krravuver. It is a fairly short statement. You read it and 
any additions you want to make to it, you can do so. 

Mr. Groner. Good. Or, if you care to interrupt at any time, don’t 
hesitate. 

Senator Kerauver. Very well, Mr. Groner. 

Mr. Groner. I have been asked to speak to this subcommittee with 
particular relation to the exygen steel process of the McLouth Steel 
Corp., of Detroit, Mich. 

That company ‘was founded in 193 4 by the late Donald B. McLouth. 
During the earlier years of its life, McLouth operated a reversing hot 
mill and several cold mills for the manufacture of steel strip. Dar- 
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ing this period it had no facilities for making either iron or steel, and 
its rolling was from slabs or hot rolled strip purchased elsewhere. 

In 1949 McLouth purchased its Trenton, Mich., property and 
erected thereon four electric furnaces for the production of its own 
steel. The raw material for these electric furnaces was 100 percent 
steel scrap. It became evident during the ensuing years that the cost 
of producing steel ingots by this method placed McLouth at a com- 
petitive disadvantage with other companies using molten pig iron. 

In 1954, therefore, the Trenton plant was expanded to include fa- 
cilities which would enable McLouth to reduce the cost of producing 
steel by the electric furnace method by substituting molten metal in 
part for scrap. To this end, it installed a blast furnace for the pro- 
duction of molten metal. To utilize all of the molten metal thus pro- 
duced, McLouth also installed the oxygen process and two additional 
electric furnaces. 

It was intended to use the oxygen process in conjunction with the 
electric furnaces, by treating the molten metal first in the converters 
of the oxygen process and thereafter in the electric furnaces, by a 
process known as duplexing. An important consideration for the 
selection of the oxygen process was the fact that oxygen blown steel 
has a nitrogen content which is specifically suitable for the end prod- 
uct which McLouth desired to make. 

Although duplexing was originally intended, it was found that the 
steel produced in the oxygen process did not require further treatment 
in the electric furnace. Therefore, since shortly after the inception 
of the use of the oxygen process, it and the electric furnaces have been 
used separately. 

At the present time, the Trenton plant has a rated annual capacity 
of 1,574,000 tons of finished steel ingots. Of this total, 589,000 tons 
are produced by the oxygen process and 985,000 tons in the electric 
furnaces. It is now engaged in a further expansion, scheduled for 
completion before the middle of 1958, entailing, among other things, 
the erection of an additional blast furnace and sintering plant, an 
additional oxygen making plant, and two more oxygen converters. 

Parenthetically, that will serve the purpose of increasing its total 
capacity to 1,915,000 tons, of which 1,267,000 tons will be made by the 
oxygen process and 648,000 by the electric furnaces. Thus, the pro- 
jected addition will almost switch the proportionate yields, now two- 
thirds electric and one-third oxygen, to roughly two-thirds oxygen 
and one-third electric. 

Senator Keravver. I take it, Mr. Groner, that all the new plant will 
be using the oxygen method ? 

Mr. Groner. Well—— 

Senator Keravver. The new installations. 

Mr. Groner. The additions—— 

Senator Keravver. I say the additions. 

Mr. Groner (continuing). Will only be in the oxygen direction, 
and we are actually removing two electric furnaces. 

Senator Keravuver. Excuse me, Mr. Groner, just a minute. Will 
you introduce your associate who is with you ? 

Mr. Groner. Please pardon me, Senator. This is Mr. Ronald Ball, 
Senator Kefauver. 

Senator Kerauver. We are very happy to know you, Mr. Ball. We 
are glad to have you with us. He is associated in your law firm? 
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Mr. Groner. Yes, sir. 

As I understand it from Mr. Dixon’s letter of October 2, to Mr. 
Bryn of McLouth, this committee is interested in “the nature and 
status of new technological developments in iron and steel production” 
and particularly in the oxygen converter process. 

Before describing that process, it may be noted that, up to roughly 
the time of the Second World War, iron was converted into steel in 
the United States on a commercial scale by three processes. These 
were what is known as the bessemer process, the open-hearth process, 
and the electric-furnace process. 

All of these processes, as you gentlemen probably know, aim at the 
same general goal; that is, the complete or partial removal from the 
Pig iron and steel scrap of various impurities contained therein. _ 

have given a thumbnail sketch of those three processes, not just 
for the educational value to the gentlemen of the committee who, I 
assume, know them, but in order to explain to you this oxygen process 
which, as compared with them, has some elements of novelty. 

If I may go on just with that idea in mind, I should like to be able 
to do it. 

Senator Keravuver. Yes, sir. 

Mr. Groner. The bessemer process employs a tiltable vessel, called 
a converter, which may have a capacity up to about 20 to 25 tons, and 
there is no reason why it should not be larger than that, and it some- 
what resembles a cocktail shaker. The cocktail it makes is not as 
potable as some are. It has a metal shell which is lined with firebrick, 
and its height is about 2 to 3 times its diameter. It tapers or flares 
outwardly from the base, so that its greatest diameter is at a point 
about three-fourth or four-fifths of its height and, from that point 
to its open top, there is some contraction. 

The ingredients essential to the manufacture of steel, that is, molten 
pig iron, and scrap, in a ratio of about 90-10, are fed into the open 
top of the converter. Spaced over the bottom of the converter are a 
number of inlet holes, or ports, called tuyeres, through which atmos- 
pheric air is pumped into the molten material. This air, as you know, 
1s composed of about 20 percent oxygen, and this oxygen, in the pres- 
ence of the molten material, causes an exothermic reaction which 
generates heat, vastly increasing the temperature of the charge and 
melting everything in it. 

This melting process, called the blow, takes from about 10 to 20 
minutes, dependent upon the size of the vessel and other factors. 
Since the conversion takes place so rapidly, the blow must be careful- 
ly controlled, but it is almost impossible, while a blow is being per- 
formed, to change its character or nature to adjust it to the necessi- 
ties of differing constituents in the charge. During the blow, the 
various constituents of the iron which it is desired to get rid of are 
burned out or converted to gas or incorporated in the slag. 

At the conclusion of the blow, the molten metal, which has now 
been converted to steel, is poured from the converter into a large vessel, 
called a ladle, and from the ladle it is cast into ingots, or used for 
duplexing. After the metal has been poured from the converter, 
the latter is emptied of any remaining slag and is then ready for 
another blow. 

Conversion by the Bessemer process requires a constant supply of 
molten metal, which makes up about 90 percent of every charge. Con- 
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sequently, a blast furnace, cupola, or other source of molten metal 
must be considered as a part of the essential apparatus. 

The open-hearth process operates on a quite different principle. It 
has a greater capacity than does a Bessemer converter, some present- 
day installations exceeding 400 tons. One of the witnesses this morn- 
ing referred to 500 tons. ‘[ think there are not many in excess of 400, 
however. 

The reduction takes place in the furnace, which consists of the 
hearth, usually rectangular in shape and relatively shallow, in which 
the charge is placed, side w alls, and a roof closely spaced ‘above the 
hearth. At either end of the furnace are ports, or inlets, for the 
heat-producing means and for air. These ports connect with the 
regenerative chambers, or checkers, which, in turn, connect with the 
source of heat (oil or gas) and the source of air. The checkers are 
openwork brick flues, designed to have large exposed areas for the 
storage of heat. 

Assuming the use of gas heat, the port at one end of the furnace 
is opened, admitting fuel and air to produce a flame which flows 
over the charge to the oppositely placed port, into which the heated 
gases created in the furnace flow and are passed off, but in the course 
of which a large amount of heat is stored up in the checkers. After 
about 20 minutes, the flow is reversed; that is, the input of flame 
through gas or oil at one side is cut off, and on the other side it is 
turned on. When it is turned on from the other side, the air enters 
the furnace through the checkers and, thus, is highly superheated. 
Thereafter, periodic reversals are made. 

The melting process is caused by the heat of the flame, by certain 
exothermic reactions in the furnace, and by the reflected heat from 
the roof and sides of the furnace. 

It takes about 8 to 14 hours to complete a heat in the open hearth. 
The draft which you have before you, Senator, says 8 to 10 hours. 
That is a little on the optimistic side. 

Since the melting is done by the oil or gas flame, aided by the regen- 
erative checkers and the reflective (reverberatory) roof, the open 
hearth does not have to rely upon molten metal to the extent of the 

oxygen process or of the bessemer process. Also, the length of time 
consumed in the operation allows for adjustments to the char ge which 
are not possible in the Bessemer process. 

The electric furnace simply comprises a vessel which may be up to 
200 tons in capacity, having a hood or top through which protrude 
3 graphite electrodes. These furnaces are cylindric val, and they always 
are tiltable. Such furnaces are not dependent on the use of molten 
charges. 

The bessemer conv erter, which 50 years ago stood at the forefront 
in quantity production of steel in the United States, has tod: ay sunk 
to a relatively insignificant level (only about 5 percent of the total 
production), largely because of quality requirements. The electric 
furnace also accounts for only a small fraction of production (again, 
about 5 percent; its primary production consisting mainly of stainless 
of other high-alloy steels), but, unlike the bessemer, the volume of 
steel so made with the electric furnace is increasing year by year. 

Senator Keravuver. Let me interrupt there. Is thi it increase attrib- 
utable to lower power rates, lower electric rates, in various parts of 
the country ? 
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Mr. Groner. I do not think so, Senator, or I do not think prima- 
rily. That might have a decided influence in some localities. But I 
think the primary reason is that the high-alloy steels, the finer steels, 
can be made better in the electric furnace than otherwise. They are 
quality products, and they are made at an added price. I think every- 
one recognizes that the electric furnace, as of today, is more expensive 
than most other methods. 

Senator Keravuver. So, you can only afford to make special steels 
in an electric furnace ? 

Mr. Groner. Well, that is the best thing. Now, at the present time, 
McLouth does make some low-carbon steels in the electrics, simply to 
keep the cycle going. It is sort of a loss leader rather than leave 
equipment idle. But the ideal situation would be to use electrics only 
for the high-priced steels, such as stainless and that sort of thing. 

Senator Kerauver. All right. Thank you. 

Mr. Groner. As of the present day, probably 90 percent of the total 
production—everything I say is limited to the United States, inciden- 
tally; so, if I leave it out, please imply it—90 percent of total pro- 
duction is accounted for by the open hearth. 

It was always recognized that the bessemer process pumped—now 
I am coming to the oxygen process sort of through the back door. It 
was always recognized that the Bessemer process pumped into the 
molten material about 4 time as much of an unwanted material, nitro- 
gen, as it did of the desired material, oxygen; and in the last 100 years 
many have suggested that the oxygen of the air be enriched by an 
admixture of pure oxygen, or by the use of such oxygen alone. How- 
ever, no such method became commercially feasible until very re- 
cently, due to the high cost of pure oxygen. 

I think it is of considerable importance that it be recognized that 
this process is really an adaptation to modern conditions of the besse- 
mer process, and that Bessemer or Bessemer’s brother conceived the 
idea within a year of the conception of the original bessemer process 
of using just oxygen. But oxygen in those days, and actually up to 
1939 or 1940 or 1941, was prohibitively high, and so bessemerizing 
maintained its position and the oxygen m: Lintained itself simply as a 
dream. 

Senator Keravves. What has happened to cause a reduction in the 
price of oxygen? Would you describe the technological improve- 
ment in the oxygen business ? 

Mr. Groner. The methods of purifying oxygen became of tre- 
mendous importance with the Second Wor ld War, and the amount of 
effort and time devoted resulted in the development of processes which 
created large quantities, bulk quantities, of oxygen at a relatively low 
figure, a figure which was only a small fraction of what it had cost 
before. And with that ‘development of these large oxygen plants, 
plants that are capable, for example, of making 200 tons a day or even 
more than that, something that had never even been conceived of in 
the period up to 1938 or 1939, that opened the door to this process. 

Senator Kerauver. So then, the improvement in oxygen resulted 
from the necessity of the war ? 

Mr. Groner. It was purely a product of the war, almost purely a 
product of the war. I think it would have come someday, but prob- 
ably 10 or 15 years delayed. 
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Senator Kerauver. Where are the large oxygen plants of the 
country ? 

Mr. Groner. They used to be relatively small plants. McLouth 
now has a 180-ton plant, another one of about 200 tons, and it is now 
installing another one of about 220 tons. I believe those plants are 
the largest individual plants in the country. But today it is simply 
a matter of who wants it and erects it. 

Senator Keravuver. All right, sir. 

Mr. Groner. I have paraphrased some of what I have written here, 
but I conclude that with the bulk production of oxygen, the oxygen 
process became inevitable. 

In many respects this process bears analogy, both in the equipment 
used and in the operation itself, to the bessemer converter process. 
Generally speaking, an oxygen converter is much like a bessemer con- 
verter, and the conversion of iron to steel in the oxygen converter, 
again as in the bessemer converter, is a very rapid one and relies for 
its heat on the exothermic reaction which takes place between the 
oxygen and the molten metal. This means that the oxygen process 
also requires the use of large quantities of such molten metal, which 
must be supplied from a blast furnace or a cupola. 

The process differs from the bessemer process in that it uses pure 
oxygen rather than air, and it injects this oxygen into the charge from 
above rather than from below. This latter practice is required as the 
injection of the oxygen through the bottom would result in the gener- 
ation of such tremendous heat at the point of introduction that the 
converter literally would be burned out, or its bottom burned out. 

In brief, the process comprises filling a vessel to about one-fifth 
its total depth with molten pig iron, scrap, and limestone. A long 
pipe, known as a lance, connected with the oxygen supply, and having 
a nozzle at its end, water-cooled nozzle, I may add, is positioned over 
and may protrude into the open top of the converter. 

Through this lance, oxygen is jetted on this charge, under great 
ane and at a very high velocity, so that, in effect, it tunnels a 

ole of some depth into the charge. This results in the generation of 
great heat and the formation of gases and of various chemical reac- 
tions which cause the undesired constituents in the molten charge 
to pass either into the slag or as a gas into the air, thus refining the 
metal into steel. 

The impingement of the oxygen during the reaction upon the sides 
or bottom of the converter or too near them would result in burning 
the converter at that spot. Consequently, the oxygen jet is directed 
at the charge as far from the walls as possible, that is, at the center 
and vertically downward. This jetting action, plus the chemical 
reactions which are taking place simultaneously, results in a great 
boiling or frothing up of the molten charge. 

You might possibly analogize it to the injection of the soda water 
into an ice cream soda in the way the froth builds up in the ice cream 
soda. 

Senator Kreravuver. Mr. Groner, if you will excuse an interruption, 
is this a patented process or is it available to anybody ? 

Mr. Groner. It is our contention, sir, that it is available to any- 
body. Kaiser is acting as sponsor for some Austrians who are in 
the process of taking out United States patents with the attempt of 
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controlling the process. It is our position that the patents are not 
od and that the process is open to anyone to use at any time. 

That, I may add, for final determination will require a court’s 
interpretation. 

Senator Keravuver. This process was developed in Austria ? 

Mr. Groner. No; it was not. It was developed first in Germany 
before the war, and then it was further developed in England during 
the war. The Austrians are the first people who have actually put 
it into a relatively large-scale Austrian ae, I say “large scale” 
and then qualify it by saying Austrian because it is an operation of 
the size which would be regarded in the United States as a pilot- 
plant operation, but it is a large-scale Austrian operation. 

They have been the commercial exploiters of it. That is unquestion- 
ably true. 

Deanne Keravver. All right, sir. 

Mr. Groner. This process has been in commercial production by 
McLouth at its Trenton plant since 1954 and, consequently, must be 
considered as well beyond the development stage. 

Mr. Dixon’s letter inquires whether McLouth’s commercial opera- 
tion of the oxygen converter process has “been reasonably successful.” 
It is apparent, I think, from what has been noted above with respect 
to the current expansion of the McLouth works entailing the addition 
of 2 new converters, oxygen converters, and the removal of the, of 2 
of the smaller electric furnaces, that McLouth does regard the oxygen 
process as reasonably successful. 

Mr. Dixen also asks, “What are its principal advantages over other 
steelmaking techniques?” ‘The answer to this question is dependent 
upon many imponderables, and, to give it any meaning at all, sepa- 
rate comparisons must be made between the oxygen process on the 
one hand, and the bessemer, electric furnace, and open hearth proc- 
esses on the other. It is not possible to generalize with any degree of 
safety at all. The factors that enter into the matter and which are 
really controlling are many and of tremendous importance. 

For example, you might get an entirely different answer if you are 
close to or far away from a source of ore or if you are close to or far 
away from a source of scrap, or dependent upon the product you desire 
to make. There are a great many factors that make it impossible to 
give definite, clear answers. 

It is not, for example, like driving in a 1910 Ford and driving in a 
present-day Cadillac. The variables shift back and forth—one 
process good under one circumstance and another good under another 
circumstance. 

Senator Krerauver. Mr. Groner, would you enumerate the 4 or 5 
conditions under which the oxygen process 

Mr. Groner. I have it right here where I am reading. 

Senator Kerauver. Go ahead. 

Mr. Groner. The oxygen process is to be preferred over the bes- 
semer process in that it produces a better quality product for most ap- 
plications, the principal difference being that steel made by the bes- 
semer process tends to have a high nitrogen content. That is the 
bessemer process as practiced in the United States, which results in 
an undesirable brittleness in the final product, whereas the oxygen 
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process makes steel having an extremely low nitrogen content and | 
thus without that defect. 

There is also a more limited range of steels which may regularly | 
be made in the bessemer process than in the oxygen process. So I 
think you can compare oxygen and bessemer steels in the United 
States and give the shade to the oxygen on the grounds it is low nitro- | 
gen on the one hand and of wider range of possibilities on the other, 

Senator Kerauver. Mr. Groner, how about the selling price? 

Mr. Groner. Well, you sell steel, as I understand it, to specifica- 
tions. If you have the specifications, I do not think it makes a great 
deal of difference what process has been employed. There are a great 
many specifications that could not be met by the bessemer process. 

Senator Kerauver. You say here that the bessemer process leaves 
more nitrogen in the steel and therefore has undesirable brittleness. 

Mr. Groner. For certain purposes that is good, Senator. 

Senator Keravuver. But I was thinking about rolled steel that comes | 
from the oxygen process or from the bessemer process. Does it sell 
at the same price? 

Mr. Groner. I cannot really answer you that, Senator, because I do 
not believe Bessemer steel is made into strip as readily as the oxygen 
or that it has a wide a use for strip. 

Senator Keravver. The specifications would set forth the amount 
of nitrogen that could be in it and things of that sort? 

Mr. Groner. Oh, yes, all the chemical constituents of it, plus its 
drawing qualities, and various other characteristics that must be 
present. It is a bill of particulars of extreme particularity. You do 
not buy steel just as such. 

Senator Kerauver. That comes in the extra list, those minute 
specifications ? 

Mr. Groner. Yes. 

Now, comparing with the electric furnace, McLouth’s operating 
experience proves that the oxygen-process steel is superior to the 
electric-furnace steel from the standpoint of cost, due chiefly to the 
high cost of electric power, electrodes, and other related materials, 
and that it is metallurgically superior to electric-furnace carbon steel 
produced entirely from scrap. 

That, again, is within a relatively narrow range. Whatever may 
be made tomorrow in the oxygen process, we use only the electric 
furnace today for the alloy steels and the stainless steels. I do not 
mean to preclude stainless from the oxygen process, but up to now | 
that has never been done. We have never done it. 

Senator Krerauver. You are using the oxygen process for 

Mr. Groner. The low-carbon steels. 

Senator Kerauver. The low-carbon steels ? 

Mr. Groner. Yes. 

Senator Kerravuver. 50 percent or more than 50 percent is low- 
carbon steel ? 

Mr. Groner. Far more than that. The great bulk of it is that, and 
in this enlargement of the plant that I referred to a moment ago, we 
are making arrangements so that at least two-thirds of our total 
output or just about two-thirds of our total output will be oxygen 
process rather than electric. The electric is premium product, there 
is no question about that, and the highest cost product. 
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McLouth does not operate open-hearth furnaces and can make no 
factual comparisons between the open hearth and the oxygen. The 
company’s operating history with the oxygen process is so short that 
it has not had the opportunity to experiment beyond the products 
it now produces. That refers particularly to stainless, for example. 

However, it believes the oxygen process produces a steel in its 
present product range which is metallurgically equal to that produced 
within the same range by the open-hearth process. 

It is utterly impossible to make an intelligent or intelligible com- 
parison of the “capital costs (cost of installation)” of the oxygen 
process ae with those of either an pm installation or 
an electric furnace. The location of the plant, the type of product, 
the volume to be produced, the facilities already existing, the avail- 
ability and type of raw materials, all vary from plant to plant and 
have an influence on the capital costs and on the choice which would 
be made. 

Other factors also enter into the picture, and about the best answer 
that can be made is that the costs of equivalent installations probably 
are closely comparable and may be influenced one way or the other by 
local considerations and, finally, that the one tends to complement the 
other rather than to compete for favor. 

Now, the probability is—and I am hazarding a speculation now, but 
I think it is an informed speculation—that the open hearth can pro- 
duce in commercial quantity and quality a ee wider range of 
product than we yet know the oxygen process can. Maybe tomorrow 
they will be equivalent, but as of today the band within the gamut 
of the open hearth is decidedly broader than the oxygen. 

Mr. Dixon. Does McLouth follow any process or readding 
carbon 

Mr. Groner. Yes, sir, that is very general, not much carbon usually, 
though some is added. They doctor these things as they go alon 
very carefully. And it is a process that requires attention per second, 
there is no leaving it alone. It is added to or subtracted from just 
as you go through each 30-minute melt. 

Now, I come to your final questions and those which I assume you 
are most interested in. It is utterly impossible to make an intelli- 
gent or intelligible comparison of the capital costs—cost of installa- 
tion—of the oxygen process equipment with those of either an open- 
hearth installation or an electric furnace. The location of the plant, 
the type of product, the volume to be produced, the facilities already 
existing, the availability and type of raw materials, all vary from 
plant to plant and have an influence on the capital costs, and on the 
choice which would be made. Other factors-also enter into the pic- 
ture, and about the best answer that can be made is that, the costs of 
equivalent installations probably are closely comparable and may 
be influenced one way or the other by local considerations and, finally, 
that the one tends to complement the other rather than to compete 
with it for favor. And when I say that, I say again, looking into the 
future, and I am no seer, but in the light of all we know today, it 
seems entirely probable that 50 years from now open hearth will still 
be going at its old stand and the oxygen process will be going at its. 
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Many plants will probably have both, but I do not think there is any- 
thing as of the moment that indicates that the oxygen process is going 
to obsolete the open hearth or anything else. 

Senator Kerauver. What do you mean by complementing one an- 
other, that plants will find it economical and efficient to have an oxygen 
process along with their conventional type open-hearth process? 

Mr. Groner. Certainly, sir. That is exactly what I mean, and I 
will add to that, Senator, if the X corporation, having a half-dozen 
plants around the country, has a plant at point A, it might be eco- 
nomically more feasible to have an open-hearth operation there and 
at B, it would have an oxygen operation and at C it might have 
both of them, and any one of them might be supplemented, as they 
probably would be, by a couple of electric furnaces. 

Mr. Drxon. Taking 8 to 12 hours on open hearth and 40 to 45 min- 
utes on oxygen converter, you might utilize your other mill over here 
by complementing them together ? 

Mr. Groner. That is very true. If you are making a number of 
small melts of different characteristics, 1t would be far more feasible, 
for example, to use the oxygen process where the converter has the 
capacity from, say, 35 to 65 or 70 tons. Whereas, the ordinary 
oxygen—open-hearth process will run a couple of hundred to four 
or five hundred tons. 

Senator Kerauver. Mr. Groner, where is Trenton, Mich. ? 

Mr. Groner. Just outside of Detroit, sir. 

Senator Keravuver. You have described how your entire addition 
to your mill there will be made up of the oxygen process. Can you 
tell us what are the considerations that led your company to believe 
that at that particular location the oxygen process was better and 
more economical and more efficient ? 

Mr. Groner. Certainly, sir. 

The plan is on the Detroit River. The Detroit River is available 
to the lake ore boats. Ore is brought to our dock. Thus, by using a 
large proportion of hot metal, which works very well in the oxygen 
process, we can utilize that cheap ore. 

DoI make myself plain ? 

Mr. Drxon. Scrap ? 
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Mr. Groner. If we were in Cleveland, for example, rather than in | 


Detroit, the additional cost of getting the ore might very well influence 
us in another direction, 
Senator Krerauver. You do not: use much scrap in this process? 
Mr. Groner. We use about 25 percent, ak 
percent. 
Senator Kerauver. So the ability to be near 
Mr. Groner. Most of that scrap we produce ourselves, incidentally. 
Senator Krerauver. The ability to be near a good supply of cheap 
ore is one of the main considerations ? 
Mr. Groner. It certainly is one of the considerations that suggests 
an oxygen plant; yes, sir. 
Senator Keravuver. Why would not the ability to be near cheap ore 
also be beneficial to the Bessemer process or the open-hearth process? 
Mr. Groner. It undoubtedly—well now, the open-hearth process 
does not require any such proportion of hot metal as does either 
the Bessemer or oxygen. 
Senator Kerauver. In other words, they can use more scrap. 
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Mr. Groner. They can use scrap or cold metal. They could use 
pigs if they wanted to. Normally they do use a proportion, say 
50-50, of hot metal and cold metal. But the oxygen process and the 
Bessemer process are dependent on a large preponderance of hot metal. 

Senator Krerauver. Very well. You may continue. 

Mr. Groner. The bessemer process, I think, is—well, it might be 
said that it is definitely shaded by the oxygen process, and my guess 
is that anybody putting in one or the other today would incline to 
oxygen; because with the bessemer, blowing the air up through the 
bottom, you entrap a great deal of nitrogen in your steel, and that is 
bad. 

Senator Keravuver. So you think that is on its way out, and oxygen 
is coming up ¢ 

Mr. Groner. That is my guess, Senator, but I do not think it will— 
it has been going down now for 50 years, and I think it will probably 
continue going down. But I am casting me in the role of prophet 
there, which is not a happy role. 

Senator Kerauver. You might as well be a prophet as anybody 
else. [Laughter. | 

Mr. Groner. Well, maybe I am more conscious about being caught 
up on it. 

Miniter Keravver. I don’t guess any of us would be here 50 years 
from now to check up on you, Mr.Groner. [Laughter. ] 

Mr. Groner. I think there is no occasion for reading the balance, 
since I have said it in other words. But if there are any questions that 

ou have to ask, Senator, I should be delighted to serve you as far as 
am able to. 

Senator Kerauver. You cover the matter of production costs. Of 
course, that is the main question we are interested in. 

Mr. Groner. I restricted myself, if you will pardon me, Senator, to 
capital costs. Production costs, however, do not markedly differ. 
I have, for example, some figures from 2 open-hearth operations, and 
our oxygen operation; and the oxygen operation is just halfway be- 
tween the 2 open-hearth operations, as a cost figure. So, again, your 
cost of producing X metal is entirely a product of where you are 
and what you are making, and all of the various other factors that go 
into it. There is not any fast facile answer that I know of, or that I 
know of anyone knowing of, which indicates any one thing as against 
something else. 

Senator Keravuver. Is it a superior product ? 

Mr. Groner. It is a darned good product as far as it goes. It is 
equally good, as far as it goes, to the product made by the open hearth 
or the electric furnace. It does not cover the range of either of them. 

Senator Kerauver. Does McLouth have any trouble selling its full 
output ¢ 

Mr. Groner. I have heard no difficulties on that score at all, sir. 

Senator Keravuver. As improved technical developments come along, 
will the price of oxygen be reduced from time to time? 

Mr. Groner. We hope so, sir. 

Senator Keravuver. I mean, do you expect it to be? 

Mr. Groner. Well, it has gotten down pretty low in our operation, 
Senator, and it may be that—a plant is quite an expensive thing. One 
of those plants costs three or four million dollars. We hope it will 
go down. And certainly everyone that I know connected with Mc- 
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Louth is individually interested in any sort of technological develop- 
a which will bring down costs. I think that is true of the in- 
ustry. 

Senator Keravuver. How about the labor costs of an oxygen con- 
verter as compared with the other open-hearth operation ? 

Mr. Groner. It is somewhat less. That is, the manpower is some- 
what less than the open hearth. 

Senator Keravuver. The process is faster? 

Mr. Groner. The process is very much faster, but very much 
smaller. 

Senator Keravuver. There is no reason why it could not be larger, is 
there? 

Mr. Groner. Well, we are putting in converters now which will 
handle almost a hundred tons. We at the present time operate what 
they call 35-ton converters that are actually handling 60 tons. We 
believe we will be all right, but there it a little bit of a gamble in 
it. 

Senator Kerauver. When you get your new addition in, you will 
be making a million tons a year by the oxygen process. That is a 
substantial amount of steel. 

Mr. Groner. That is a lot of steel, or it looks large to us. 

: Senator Keravuver. With the total production in the United 
tates—— 

Mr. Groner. About three-quarters of 1 percent, I believe. 

Senator Keravver. It is around a hundred million, is it not? 

Mr. Groner. It is over a hundred million, I believe; 120 to 130 
million. 

Senator Keravver. I thought 120 million was capacity. 

Mr. Groner. I thought we produced in that area this last year. 

Mr. Keravver. At any rate, it is substantial. 

Mr. Groner. I may be wrong about that. I thought we produced 
in that area last year. 

Senator Keravuver. Are any other companies using this method in 
the United States? 

Mr. Groner. There are several installing it. J. & L. is instal- 
in 
as Keravuver. Who? I did not understand. 

Mr. Groner. I beg your pardon, sir. 

There are several who are installing it. Jones & Laughlin is 
installing such a plant. I believe that it will be ready for opera- 
a around the first of the year. Kaiser Steel is installing such a 

ant. 

. I have not. seen any of these, but I understand on, I believe, good 
authority. 

There are 1 or 2 other installations that seem in prospect. Dominion 
has operated one for some years in Canada. 

Senator Kerauver. Where is that plant? 

Mr. Groner. It is in the Central West, Senator, but I do not remem- 
ber exactly where it is. 

Senator Keravver. Is that at Hamilton, Ontario? 

Mr. Groner. Yes; I think that is right. 
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Senator Keravuver. Considering the investment, the operating costs, | 


which you say are a little bit lower—— 
Mr. Groner. Under our circumstances. 
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Senator Keravuver. Under your circumstances, can you say whether 
you think this is a less expensive way to make steel, or does this 
depend upon circumstances ? 

r. Groner. It depends upon circumstances. It is for us, and 
yet in the years ahead I would certainly not foreclose the erection of 
an open hearth at the Trenton works. 

Senator Keravuver. In other words, you think that for you, anyway, 
under the circumstances 

Mr. Groner. It is good. 

Senator Kerauver (continuing). You are able to produce steel 
cheaper with this process than you would with the Bessemer, the 
electric furnace, or the open-hearth process ? 

Mr. Groner. We believe so. We can definitely state that that is 
true with respect to the electric furnace. We know that because we 
have them both. And we think it is probably true with respect to 
the other two. 

Senator Kerravuver. I have read something about the rather re- 
markable history of your company. You pulled yourself up by your 
own bootstraps, I believe. 

Mr. Groner. There has been quite a bootstrap operation. 

Senator Kreravuver. Your improvements have been by virtue of the 
necessity of improving to stay in business, I believe. 

Mr. Groner. That is absolutely true, sir. 

Senator Kerauver. And you have gotten yourself fully integrated, 
except that you do not have a supply of raw material of your own. 

Mr. Groner. That is right. And we do not have a coke plant. 

Senator Keravuver. You have to buy your iron ore from other com- 
panies, principally United States Steel ? 

Mr. Groner. Yes, sir; and our coke. 

Senator Kerauver. And your coke. 

Mr. Groner. Yes, which is used in tremendous quantities in the 
blast furnace. 

Senator Kerauver. Who do you buy your limestone from ? 

Mr. Groner. I do not know, sir. There are three concerns. I could 
not tell you who they are, however. I could furnish you that infor- 
mation. I would be delighted to. I should know, but I have forgotten. 

Senator Krravuver. It is not awfully important. If you do get the 
information, we would be glad to get it. 

Mr. Groner. I would be delighted to. 

Senator Krerauver. So, buying your iron ore and your coke from 
another company, being able to do very, very well, you think that 
speaks well for the process you are following. 

Mr. Groner. Oh, yes. We are not junking it, and I do not mean 
by any manner of means to give it any black eye. We took it on 
voluntarily. We have added to it since taking it on, and we like it. 

But the fact that we like it does not mean that it is an “open-sesame” 
for everyone. 

Senator Kerauver. With your process, you have done better than 
many other steel companies ; have you not ? 

Mr. Groner. I do not know that that is true, Senator. I have not 
made any such comparison. 

Senator Krrauver. According to the 1955 Federal Trade Commis- 
sion profit report, the rate of return after taxes, on stockholders’ in- 
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vestment, of the 12 largest steel companies, is 14.7 percent. Do you 
know what yours was ? 

Mr. Groner. I haven’t any idea, sir. 

Senator Krerauver. Would you mind if we put it in the record ? 

Mr. Groner. Would I get it for you, sir? I certainly will. 

Senator Keravver. It is published here as 22.2 percent, and that 
is the highest of any of the companies shown here, which are all 
among the big- and medium-sized steel companies. That is a great 
compliment to your company. I think the rate in 1956 was about 
the same, and in the same comparison. 

Mr. Groner. I think it is very well located. 

Senator Kerauver. Can you tell us—you said you just wanted to 
talk about matters in the United States—is this process being used 
to any extent in other countries, or do you know ? 

Mr. Groner. It is our information that it is used in two places 
in Austria, and I believe it is about to be used or has recently come 
into operation in several other European countries, notably Germany. 

I do not know of my own knowledge anything in connection with 
any of those latter installations. 

There is, I have already mentioned that, there is some indication 
it may be used in Russia, but I do not know, or how far. 

Senator Kerauver. I think we did put something in the record 
about the oxygen system being used in some other countries. Will 
you summarize what we have, ‘Mr. Blair, for the record here? 

Mr. Buarr. The report from the Embassy in Stockholm, under the 
heading “Oxygen converters,” breaks itself down into Kaldo process 
and the L.-D. process. It is the latter which is used by the McLouth 
Co., the L.-D. process ? 

Mr. Groner. Kaldo process is a name I do not recognize. “L.-D.” 
means Linz-Donawitz, which goes further to carry forward this Aus- 
trian patent-taking idea which I deny. 

Mr. Buatr. ate sir. 

This State Department dispatch states, as to the Kaldo process 

Mr. Groner. Could you spell that ? 

Mr. Buarr. K-a-l-d-o. 

Mr. Groner. Oh, yes. 

Mr. Buair (reading) : 

This process is reported to have been very successful from the very start. The 
principal advantage claimed for the Kaldo process is that it is possible to pro- 
duce a steel of the same quality—in some respects of higher quality—than that 
produced in an open-hearth furnace from iron having varying phosphorous 
contents raising up to 2 percent and, moreover, this can be done at a cost not 
higher than that of producing steel by the basic Bessemer process. The capital 
cost (cost of installation) for a Kaldo steel plant is reported to be considerably 
lower than that for an open-hearth shop of equal capacity. 

Mr. Groner. I am not intimately acquainted with that Kaldo 
process. However, what you read suggests to me that it would not 
offer much boon in the United States. The European ores are high- 
phosphorus ores, and they have to follow certain methods to get rid 
of that phosphorus. 

In the United States, we have low-phosphorus ores and do not have 
that problem, and consequently do not need to go through the methods 
to eliminate that which we do not have. 
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Mr. Buarr. The report from Vienna states, concerning oxygen con- 
verters : 

The process has been in commercial operation in Austria since 1952. 

The process is successful, as is proven by the facts that Austria has up to now 
produced in this way more than 3.5 million metric tons of steel-ingots and that 
Austria presently produces about 45 percent of its ingots by the oxygen-jet 
converter process, also known here as the L-D (Linz-Donawitz) process. 

It is a scrap-Saving process; the produced steel is of good quality, at least 
equivalent to open-hearth grades, in some cases even superior to open-hearth 
steel (better welding and deep drawing properties). 

The cost of an oxygen steel converter department amounts only to about 60 
percent of the investment cost of open-hearth facilities of corresponding size. 

Mr. Groner. We know of nothing to indicate that is accurate. 

Senator Krerauver. You do not want to have anything to do with 
the Austrian process, do you? 

Mr. Groner. No, Senator. 

Senator Kerauver. All right, sir. 

Mr. Buarr (reading) : 

This process may be of particular importance for countries which face a 
shortage of steel scrap. 

The L-D process as indicated by its name was pioneered by Voest at Linz, 
and Alpine Montan Co. at Donawitz, which are the two largest steel mills in 
Austria. 

Then the report gives a list of new oxygen steel converter depart- 
ments which either have gone into operation recently or will be com- 
pleted very soon. They are: 

Jones & Laughlin in Pittsburgh; annual capacity 750,000 tons; start 
of operation October 15, 1957. 

Kaiser Steel Corp., Fontana, Calif.; annual capacity about 750,000 
tons; start of operations January 1958. 

Yawata, Japan; annual capacity about 350,000 tons; start of opera- 
tions October 1957. 

Nippon-Kokan, Japan; annual capacity about 350,000 tons; start 
of operations February 1958. 

Bochumer Verein, Bochum; annual capacity 250,000 tons. This is 
the second plant in West Germany. 

Sault Ste. Marie, Canada; annual capacity 300-400,000 tons; start 
of operations 1958. This is the second plant in Canada. 

Senator Kerauver. All right, sir. 

Mr. Dixon, any further questions ¢ 

Mr. Dixon. I think that is all, Mr. Chairman. 

Senator Kerauver. Anything further ? 

Mr. Chumbris? 

Mr. Cuumpertis. I have no questions. 

Senator Krrauver. Mr. Groner, we certainly do appreciate your 
cooperation in gathering this material together 

Mr. Groner. I am delighted to be able to serve you, sir. 

Senator Kerauver (continuing). And bringing it to the commit- 
tee, and we appreciate Mr. Ball coming with you. 

Mr. Bauu. Thank you, Senator. 

Senator Kerauver. Sometime when we are out in Detroit, I would 
like to see your plant. 
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Mr. Groner. Senator, I would be delighted to arrange it. It is a 
very awe-inspiring sight, and you would enjoy seeing it. I would 
be delighted to arrange that. 

Senator Kerauver. For the record, I did want to ask one further 
question. 

Is this a type of process that can be used on a smaller basis which 
might make it more available for limited use in communities which 
do have a good supply of ore but not enough supply to justify a 
large steel mill ? 

Mr. Groner. Senator, I am not an economist, but I do know that 
each time McLouth has enlarged, it has done it for the primary 
purpose of cutting costs, and the small operation is inherently a high- 
cost operation as far as I have been able to ascertain. 

My guess is that if you tied this in with, in a small operation, rela- 
tively small ore deposits and with a mill, it conceivably might work 
and might very well be something for tomorrow. 

But the steel operation is a high- cost operation, and there are not 
any such things as —_ steel plants. 

Senator Kerauver. I did not mean small in the sense of a small 
little manufacturing plant. I was thinking about small in terms of 
Fairless or some of the rest of them. 

Mr. Groner. Oh, yes. Now McLouth is just a babe in arms com- 
pared with Fairless. But if you got smaller than McLouth, you still 
have got to have a blast furnace unless you buy your pig, and if you 
do, you are doing it at a disproportionately high price, and a blast 
furnace is not inexpensive. About the cheapest. possible installation 
you could put in, the cheapest possible installation would run in the 
neighborhood of "$50 million to $60 million. And when you add to 
that a mill, that would be probably another $30 million or $40 million, 
you have quite a considerable expenditure. 

Senator Keravuver. You heard Mr. Sendzimir testify. When he 
left here he was talking about a $17 million or $18 million mill 
that would be feasible. 

Mr. Groner. Senator, I am not going to criticize Mr. Sendzimir, 
but his mill has been known to the steel industry for certainly 5 
years. There are no secrets, and it may undoubtedly have a place 
tomorrow, it may have a specialized place today, but certainly the 
steel industry does not regard it as having a place at the present mo- 
ment for the rolling of ordinary steel pr oducts. We just do not have 
anything except you have the reversing hot mill which is a very much 
cheaper job than your continuous train. But it is still a $3 million 
or $4 million or $5 million affair, and as against $40 million. And 
that is the cheapest thing that has any practicality today of which we 
know. 

Senator Kerauver. All right. Thank you very much, Mr. Groner, 
and Mr. Ball. 

Mr. Groner. You are very welcome, sir. Good day. 

Senator Krrauver. This closes our hearing. I think the hearing 
has been very interesting and it is important for the Congress and 
the public to know the possible technological advancements in the 
steel industry. It is certainly encouraging to find there are possible 
technological advancements that can be used to a greater extent, 
some of which have been proven on a satisfactory commercial basis, 
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which as time goes on may have a larger use in the United States and 
which we hope will enable us to get steel at a lower price economically. 

I have been impressed with the testimony about the continuous 
casting operation, the planetary rolling system, and certainly, Mr. 
Groner, you have given us a very ab description of the possibili- 
ties of the use of the oxygen converter under certain circumstances, 
which from the record of your company indicates that it might hold 
hope of reducing costs and improving efficiency, when you have the 
conditions under which it can operate sascesabelly, 

Monday we will have National Steel. I believe Mr. Humphrey will 
accompany the other officials from National Steel. Our hearing on 
Monday will start at 10 o’clock and we will meet in room 457 of the 
Senate Office Building. 

We will stand in recess until that time. 

(Whereupon, at 4 p. m., the hearing was recessed to 10 a. m., 
Monday, November 4, 1957.) 

(Comments subsequently supplied by United States Steel Corp. on 
this phase of the hearings may be found in the appendix on p. 1056.) 
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MONDAY, NOVEMBER 4, 1957 


Unrrep States SENATE, 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE J UDICIARY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:10 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (chairman), O’Mahoney, Dirksen, 
and Wiley. 

Also present: Paul Rand Dixon, counsel and staff director; 
Dr. John M. Blair, chief economist; Peter Chumbris, counsel for 
minority; Carlile Bolton-Smith, counsel to Senator Wiley; Dr. E. 
Wayles Browne, Jr., economist; Dr. Paul H. Banner, economist; 
Marcy Brooks, legislative assistant to Senator Hennings; and George 
Arnold, administrative assistant to Senator Neely. 

Senator Kerauver. The committee will come to order. 

Mr. Humphrey and you gentlemen of National Steel, we are 
honored and you are honored to have a good attendance today. Sen- 
ator O’Mahoney, Senator Dirksen, and Senator Wiley will be here 
shortly. The Senators who cannot be here are represented by able 
counsel who will report to them. 

Today we will hear from the officials of National Steel Corp. This 
will be the third and last steel manufacturer that we will examine in 
this series of hearings on administered prices in the steel industry. 
We have previously heard from the officials of United States Steel 
Corp., and the Bethlehem Steel Corp., the Nos. 1 and 2 steel pro- 
ducers in the industry. 

National, although one of the medium-sized steel producers, is, 
nevertheless, an integrated company and unique among steel producers 
in many ways. It has long been characterized by closely held man- 
agement. Although integrated, it does not engage in the fabrication 
of steel products. It is the principal producer of cold-rolled sheets 
and one of the largest producers of tinplate. Because of the wide use 
of these two products, they are directly related to the general well- 
being of our ec onomy. 

Also unique in and of itself is the fact that National's plant at 
Weirton is not unionized by the United Steelworkers of America. 
This obviously means that when the rest of the industry is strike- 
bound, N: ational can operate, at least at its w or ks in Weirton. 

As we have heretofore done, we shall inquire into the identity of 
prices of National Steel with those of United States Steel and other 
producers. We shall also examine the efficiency and the profit rate 
of National. We shall inquire particularly into the reasons as to why 
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National should not reduce its prices of at least those products wherein 
it is either the leader or one of the leading producers. 

The present chairman of the board of National Steel Corp. is the 
distinguished former Secretary of the Treasury, the Honorable George 
M. Humphrey. Although it is realized that Mr. Humphrey, by 
reason of the fact that he has only recently returned to the steel indus- 
try, may not be too familiar with practices of National during the 
— 5 years, nevertheless, I am sure his testimony will be most en- 

ightening on administered prices in general and as to the future 
pricing plans of National Steel, in particular. 

National is the last steel corporation that will be called by the sub- 
committee in this series of hearings. Although an innumerable num- 
ber of steel producers could be called by the subcommittee, it is not 
necessary in view of the material havttitare gathered by the staff and 
from representative producers who have been called. 

However, before the hearings on steel pricing are closed, it is hoped 
that the Department of Justice will see fit to make available to the 
subcommittee the memorandum report of an investigation into the 
oe practices of the United States Steel Corp. which was con- 
cluded in 1952. I am quite certain that this memorandum, as well as 
the supporting files, would be beneficial to the subcommittee in its 
inquiry into the pricing practices of the steel industry. 

Mr. Humphrey, it has been 3 or 4 months since you have testified 
for quite a number of days before the Finance Committee. Since that 
time we have had two Sputniks, and we have had some more contro- 
versy and some more opposition to the so-called tight-money policy. 
There has been some softening of the economy in some places, and as 
you were generally regarded as the author of the Government’s fiscal 
program, we hope you will give us the benefit of some further think- 
ing, some second thoughts that you may have had on these various 
subjects during the time you are here. 

I believe, Mr. Humphrey, that you are accompanied today by Mr. 
T. E. Millsop, president of National Steel, and by Mr. Paul E. 
Shroads, the senior vice president, and Mr. Earl F. Reed, counsel, of 
the firm of Thorp, Reed & Strong, and then, Mr. Childs. What is 
your title? 

Mr. Cums. Vice president, sales. 

Senator Keravver. Vice president. What is your first name? 

Mr. Cumps. Albert C. 

ae Keravver. Mr. Albert C. Childs, vice president in charge 
of sales. 

Senator O’Mahoney, before we start, are there any observations 
that you wish to make? 

Senator O’Manoney. Mr. Chairman, I might say I am very happy 
to see here Mr. Humphrey, the former Secretary of the Treasury, 
who has returned to private enterprise, not that I wanted him particu- 
larly to go to private enterprise, but I know that he is capable and 
will testify and will enlighten this committee. 

I am happy to see Mr. Millsop here. I attended a meeting at which 
he was present in Pittsburgh last week when there was a session of 
the American Management Association. As a matter of fact, I had 
my picture taken with Mr. Millsop with one of the National pro- 
tective steel caps on. 
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I have no observations to make, Mr. Chairman, except to say this— 
that before the hearing is over, and at an appropriate time, I should 
like to interrogate Mr. Humphrey upon the general policy in which 
the steel companies are engaged with respect to joint ownership. I 
note from the SEC reports and Standard & Poor’s that National 
Steel is associated with several other steel companies in the joint 
ownership of mining companies or ore companies. I think it would 
be helpful to have the story spread on the record with respect to the 
manner in which those joint-ownership companies operate, what their 
effect is upon competition among the companies, and what the effect 
is upon pricing. For example, the record shows, Mr. Chairman, that 
National Steel and Bethlehem Steel and United States Steel are all 
affiliated in one way or another in these joint ownerships. It is a 
matter, I think, of great importance. 

Senator Krrauver. Yes. I do not know if Mr. Humphrey and the 
gentlemen with him at the present time have the full information on 
this subject, but our questioning will get into it as soon as possible 
so that Senator O'Mahoney can ask about it because I agree that it is 
important. 

Senator Dirksen, do you wish to make any remarks at this time? 

Senator Dirksen. Mr. Chairman, I have only one observation to 
make. I notice that yesterday there was a press release which is en- 
titled, “Senator Kefauver Charges Department of Justice Withhold- 
ing Information on Steel Inquiry.” I am afraid that people will 
get the idea that is a committee document, notwithstanding the fact 
that the language is fairly clear that it is a statement by you. 

I have not been advised about it, but I believe that the committee 
and its chairman ought to be a little cautious about a statement of 
this kind until there was an opportunity to run down everything. I 
am aware of the fact that the Department of Justice has been asked to 
release letters. But it occurs to me that a matter of that kind might 
well have been discussed by the subcommittee to determine whether 
information was actually withheld, and if it was withheld, whether 
there was some reason for it before an allegation of that kind is made 
to the country. But the chairman speaks for the subcommittee, and I 
believe that people will get the idea that represents the view of all the 
members of the subcommittee. I must say it does not represent my 
view. I have better knowledge of the facts. I simply wanted to make 
that a matter of record so that mf position would be clear. 

Senator Kerauver. I am glad you have stated your ideas about it. 
The situation is that this investigation was concluded in 1952 and no 
suit has been brought. As a matter of fact, I suppose the information 
is so old that it could not be the basis for anything except a worth- 
while study for a committee of this kind or some other congressional 
committee. I wrote a letter to Mr. Brownell. I did not get an answer 
to that letter, so I wrote a letter to Mr. Rogers. The letter to Mr. 
Brownell was dated October 17; the letter to Mr. Rogers, October 24. 
So not being able to secure a reply from the Attorney General or the 
new Attorney General-designate, I felt, as chairman of the subcom- 
mittee, that the public should know that we are not able to get he 
information and that no reason was given why we should not have it. 

Senator Dirxsen. Mr. Chairman, I direct your attention to the re- 
lease which include 4 letters; 3 of them are letters of yours to the 
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former Attorney General and the present Attorney General, and to 
the head of the Antitrust Division. Judge Hansen, I see, replied 
to your letter and said that the documents in question were in use in 
connection with their enforcement activity and with the investigation 
that they were carrying on at the present time. 

Obviously, all the contents of those letters never get into the press, 
and it just seems to me like an ex parte proceeding in which the De- 
partment of Justice stands condemned before they had a chance to 
make their case. I would want to see the hearing proceed on an objec- 
tive basis so that both sides are fairly represented and all views are 
properly presented before conclusions are given to the country. But 
I think it is inescapable, by the very type of release, that the Louse 
ment of Justice is to be condemned for withholding information, 
when as a matter of fact, the real reason for it, as set forth in Judge 
Hansen’s very brief letter, scarcely drew the public’s attention. I 
believe it puts the Government in a bad light and it put the committee 
in a bad light when it pursues that technique. I have no interest in 
belaboring the matter any further. I stated my case, and I will rest 
at this time. 

Senator Keravuver. I assure you it is the view of the chairman to 
get as much information as is available on the subject. The subject 
is of great importance. If the information is not going to be used, 
it seems to me that Mr. Brownell should have been able to get around 
to answering that letter of October 17, and Mr. Rogers, the letter of 
October 24. So that I do not think the Department of Justice has 
given the committee the consideration that these letters should have 
required. 

In any case, we will hear from them, I assume, in connection with it. 

Mr. Humphrey, do you have a statement, or does Mr. Millsop have 
a statement, to begin with this morning ? 


STATEMENT OF GEORGE M. HUMPHREY, CHAIRMAN OF THE 
BOARD, NATIONAL STEEL CORP.; ACCOMPANIED BY T. E. MILL- 
SOP, PRESIDENT; PAUL E. SHROADS, SENIOR VICE PRESIDENT; 
ALBERT C. CHILDS, VICE PRESIDENT IN CHARGE OF SALES; AND 
EARL F. REED, CHIEF COUNSEL 


Mr. Humpnrey. Senator, I have no prepared statement this morn- 
ing. I would like to, if I may, just refer to the letter that I wrote 
se in response to your request that I come here, and then I would 

glad to try to answer such questions as I can with respect to it. 

I would hope that the questions might be confined, while I am here, 
to me, because I have some other matters that I must attend to so that 
my time may be limited. So I would hope that you would get through 
with me and then you can proceed with others. 

The letter I wrote you in response to your request is dated Octo- 


ber 8: 


Dear SENATOR: I have a letter from your counsel and staff director dated Sep- 
tember 27, requesting me to appear before the subcommittee on October 24, and 
asking for certain information from National Steel Corp. This data that you 
requested is being compiled and will be delivered to you promptly. 
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That has already been done. 


As you know, I have just recently assumed the position of chairman of the 
poard of National Steel Corp. During nearly 5 years just past that I was in 
Washington, my activities were confined exclusively to the Government’s busi- 
ness. I had no connection with the company and am unfamiliar with its activ- 
ities during that period. There are, therefore, no facts to which I could testify 
that would have any value so far as your present inquiry is concerned. My 
return to the steel industry since my retirement from public office is so recent 
that I am not yet ready to venture any opinions about the future of the industry, 
and it would be entirely inappropriate for me to speculate on any hypothetical 
situations. 


There are many others in the industry who would be much more helpful to 
the committee than I could be, and under these circumstances, I am sure you 
will excuse me from the personal appearance requested. 


I received a subsequent letter from you in which you suggested that 

you would like to have me appear, and I am here in response to that 
uest. 
Renate Keravuver. Yes; we appreciate very much your being here. 

I think the rest of the correspondence should also be put in the 
record. 

(The letters referred to may be found in the appendix on p. 1390.) 

Mr. Humeurey. Now, within the limitations suggested in the letter, 
I shall be pleased to try to answer any questions that you gentlemen 
think may be helpful. But I am sure that you will have in mind that 
for nearly 5 years, I have been out of the steel business and have had 
no connection with it whatsoever. 

Senator Knrauver. Mr. Humphrey, we realize that you were with 
the Government for 5 years and that you only recently returned to 
the steel business. But your letter to us was dated October 8. I 
noticed in the Journal of Commerce of November 1 that you had a 
good deal to say about the steel industry; so that it does appear from 
this article that you do have an idea or can speculate about what is 
going to happen next year. 

Mr. Humpurey. I do not know what article you refer to, Senator. 

Senator Keravver. I will read part of it and we can put all of the 
article in the record. 

(The article from the Journal of Commerce, November 1, 1957, is 
as follows. ) 


(The Journal of Commerce and Commercial, New York, November 1, 1957] 
STEEL OFFICIALS FiInp OvuTLOOK For 1958 Sounp 


NATIONAL, BETHLEHEM CHIEFS SEE NO GREAT CHANGES SHAPING UP 


Steel industry leaders, including the former Secretary of Treasury, stated their 
belief that economic conditions will remain sound during 1958 with no great 
changes from current levels indicated. 

In New York, A. B. Homer, president of Bethlehem Steel Corp., pointed out that 
his company is maintaining its own capital expenditures and that customers’ 
orders for structural steel used in plant construction have shown few signs of 
cancellations. 

EXPECTS PRETTY GOOD YEAR 


In Detroit, George M. Humphrey, now chairman of National Steel Corp., as- 
serted that the steel industry would have a “pretty good year” in 1957 without 
breaking any records. 
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“While capital goods spending might ease off a little next year, not all such 
investments should taper off at one time and the total would still remain large,” 
he added. 

Thomas B. Millsop, president of National Steel, made a more optimistic fore- 
east of steel output next year than has been offered by some other steel leaders, 
He predicted that steel output next year would equal this year’s total of 114 
million tons. Some guesses had put the steel output as low as 110 million tons, 

Mr. Momer described the steel industry’s prospects by pointing out that Bethle- 
hem anticipates a leveling of its own business with strong demand for heavy 
products such as structural steel and plates carrying through at least through the 
first quarter of 1958. 

AUTO DEMAND DRAGGING 


Disappointing demand from the auto industry, tin-mill product users, and 
pipe consumers brought Bethlehem’s anticipated fourth-quarter output down to 
90 percent of capacity from the mid-90 level which had been anticipated only 
3 months ago. 

During the first half of 1957, it was evident that these consumers of steel 
had been purchasing for inventory as well as consumption. Now, they are 
cutting back on stocks and getting down to a hand-to-mouth basis, Mr. Homer 
explained. 

“We feel that consumption of steel is holding up pretty well,” he asserted. 


NET HIGHER FOR QUARTER 


He reported that the company had net income of $40,051,465 or 86 cents a 
share the third quarter of 1957 as compared with $4,428,143 or 29 cents a share 
in the strike-bound like period of 1956. 

Net billings for the 3 months ended September 30 amounted to a record $638,- 
698,351 as compared with $389,610,779 a year ago and $687,226,813 in the second 
quarter of this year. Results for the third quarter reflected higher prices for 
steel and higher wages for steel workers both of which went into effect on July 1. 


EXPECTS BETTER FOURTH QUARTER 


He declared that fourth quarter earnings should be better than in the third 
quarter which normally is affected by seasonal slowdowns. 

Bethlehem which has a relatively important dependence on heavy products 
expects that its operations will remain at 90 percent of capacity through the 
end of the first quarter of 1958, Mr. Homer said. He would make no prediction 
beyond that period. 

Mr. Homer was speaking for the first time as chief executive officer of Beth- 
lehem, taking over the reins from Eugene Grace, whose retirement as chairman 
and chief executive officer was announced. 

Mr. Grace, 81, was named honorary board chairman and will continue as 
director. The post of board chairman was abolished. 

Referring to the industry’s outlook, Mr. Millsop noted that steel capacity 
would rise some time next year to 143 million tons of ingots against 133 million 
at the beginning of this year. He said that steel-industry earnings would 
make a satisfactory showing. 

Mr. Millsop said he estimated that auto production which is an important 
factor in sustaining the Great Lakes Steel operations in Detroit of National 
Steel would hold up next year. He estimated that this year’s auto output would 
total 6 million cars and that next year, a similar total would be produced. 

Mr. Humphrey was asked whether steel prices would go up again next July, 
when wage rates are raised under the terms of the 3-year steel labor contract. 
He said he felt that such a substantial sudden rise in costs, would have to 
require price relief. Ultimately, he indicated, the country would have to cover 
rises in labor costs through increased productvity, so that inflation could be 
halted. 


Senator Kerauver. It says: 


Steel officials find outlook for 1958 sound. National, Bethlehem chiefs see no 
great changes shaping up. 
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Then it first quoted Mr. Homer of Bethlehem Steel, and then it 
next quoted you: 

In Detroit, George M. Humphrey, now chairman of National Steel Corp., 
asserted that the steel industry should have a pretty good year in 1957 without 
breaking any records. 

“While capital goods spending might ease off a little next year, not all such 
investments should taper off at one time and the total would still remain large,” 
he added. 

Then, continuing: 


Mr. Humphrey was asked whether steel prices would go up again next July, 
when wage rates are raised under the terms of the 3-year steel labor contract. He 
said he felt that such a substantial sudden rise in costs, would have to require 
price relief. Ultimately, he indicated, the country would have to cover rises 
in labor costs through increased productivity, so that inflation could be halted. 

So I thought from that, you would have some ideas about the 
present state of the steel industry, about whether the present prices 
are justified, whether they are inflationary, and what the future pic- 
ture for the steel industry might be. 

Mr. Humpurey. That was, I believe, the day before yesterday. 

Senator Keravuver. Yes, sir, that was just a couple of days ago. 

But we will ask specific questions, Mr. Humphrey. If you do not 
have information to answer them, Mr. Millsop or Mr. Shroads will be 
in position to answer them. 

Since our Jast meeting, the third-quarter statement of Bethlehem 
Steel has been issued. It was analyzed in the Wall Street Journal of 
November 1, and I think this should be made a part of the record, 
and if we can get the full statement, we will put it in the record also. 

(The article referred to may be found in the appendix on p. 1397.) 

Senator Krrauver. To summarize, Bethlehem’s production in the 
third quarter was running at less than 90 percent. The net fell from 
the second quarter but topped the third quarter of 1956. It speaks 
for itself. 

Senator Dirksen. Mr. Chairman, we will put in the full report. 

Senator Kreravuver. We will put in the full report when we get it, 
omitting any part that is not related to the financial statement. 

Mr. Humphrey and Mr. Millsop, I have here figures from the 
American Iron & Steel Directory for 1957, showing the capacity of 
the National Steel Corp., which should give an understanding of the 
size of the company, the location of the plants and the produets that 
are made. 

Before asking you about the capacity of the various plants of 
National Steel, I think it might be helpful to quote from the Fortune 
Directory of July 1957, which has already been made a part of the 
record. According to this directory, National Steel, with headquarters 
in Pittsburgh, ranked 56th in sales in 1956, 37th in assets, and 41st in 
profits among all leading manufacturing companies of the United 
States. 

Is this information in the directory correct, Mr. Humphrey ? 

Mr. Humpurey. It was accurate, this was accurate information 
that was furnished the first of last year. 

Senator Kerauver. Yes, up to the beginning of 1957. 

Mr. Humpnrey. That is right, for last year. 
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Now, there have been and will be by the end of this year some in- 
creases in these figures. But these are accurate for the time they were 
stated. 

Senator Kerauver. What products will the increase fall in prin- 
cipally ? 

{r. Humpurey. The same products. 

Senator Keravuver. Generally, cold-rolled sheets, galvanized sheets 
and tinplate, I take it? 

Mr. Humpnrey. That is right. 

Senator Keravuver. According to this exhibit, as of the beginning 
of this year, National Steel’s total capacity is: 4,880,000 tons for coke; 
pig iron, 5,070,000 tons; steel, basic open hearth, 6,200,000. The prin- 
cipal finished products that National Steel seems to make are cold- 
rolled sheets, 3,970,000 tons; galvanized sheets, 408,000; tinplate, 
electrolytic, 1,035,000; tin and terne plate, hot dipped, 347,800. 

The largest production shown seems to be in the Weirton plant. 
Is that correct ? 

(The table referred to follows :) 


National Steel Corp. annual capacities 


[Net tons] 





Weirton Steel Co. Great Lakes Steel 
Total, (division) Corp. | Hanna 
National bee 4 Furnace 
Steel | Corp. 
Corp. Weirton | Stenben- River | Ecorse 
ville Rouge | 
Coke (byproduct) _.......-..--.-- 4,485,000 | 1, 900, 000 2, 000, 000 ! 585, 000 
Pig iron tas akin , 5, 070. 000 | 2, 100, 000 2, 120, 000 850, 000 
Steel (basic open hearth) _--_-- 6, 200, 000 | 3, 000, 000 3, 200, 000 


Hot rolled steel products: ? | 


Structural shapes, heavy-.- 200,000 | 200, 000 
Hot rolled sheets___- 2, 540, 000 (3) 2, 540, 000 
Coils for cold reduced black 
plate and tin plate ..| 2,415,000 | 2, 415, 000 
Bars: | 
Concrete reinforcement - - -| 12, 000 | 12, 000 
All other__------ an 72, 000 | 72 000 
Ns spose 5, 239, 000 | 2, 615, 000 2, 624, 000 
Other finished steel products: 4 
Sheets: | 
Cold rolled - - -- ..| 2,970, 000 750, 000 2, 220, 000 
Galvanized -__- ; 408,000 | 408, 000 | 
Long terne__-_-- 30, 000 30, 000 | 
Strip, cold rolied_. 60, 000 60, 000 | 
Black plate, ordinary - -_-- 66, 000 66, 000 
Tin plate, electrolytic___- 1, 035, 000 | 1, 035, 000 
Tin and terne plate, hot 
NTE cine 347, 800 55,000 | 292, 800 


| 


1 Represents 50 percent of coke capacity of the Donner-Hanna Coke Corp., Buffalo, N. Y. 

® Capacities of hot rolled products are limited to steel available from own ingot capacity plus estimated 
steel supply normally obtained from others. 

8 Hot rolled sheets capacity included in coils for cold reduced black plate and tin plate. 

Capacities of other finished products are annual capacities without regard to available supply of ingots 
or semifinished steel or hot-rolled products. 


Source: Iron and Steel Works Directory, 1957. 


Mr. Humpurey. Well, I think Great Lakes is a little larger and 
will make more than Weirton in the future, beginning at the present 
time. 

Senator Krrauver. Yes. They are about the same at the present 
time, but there will be some increase in production ? 

Mr. Humpurey. There have been some greater increases at Great 
Lakes than there have been at Weirton this year. 
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Senator Krrauver. Then you have a small plant apparently at 
Steubenville, Ohio? 

Mr. Humpnurey. That is a tinplate mill. 

Senator Kerauver. Then coke and pig iron are made by the Great 
Lakes Corp. at River Rouge and the Hanna Furnace Corp., which is 
at Buffalo; is it not? 

Mr. Humpnurey. That is correct. 

Senator Krrauver. This, then, is processed into hot-rolled steel at 
the Ecorse plant—— 

Mr. Humpenrey. What is that ? 

Senator Keravuver. Then the pig iron is processed at your Ecorse 
plant ¢ 

Mr. Humenrey. Ecorse, that is in Detroit. 

Senator Kerauver. That is in Detroit ? 

Mr. Humenrry. That is right. It is processed -——— 

Senator Keravuver. It is processed into hot-rolled and then further 
into cold-rolled sheets at Ecorse; is that correct ? 

Mr. Humpnrey. It is. Hot-rolled strip and sheets, hot-rolled and 
cold-rolled strip and sheets is the large part. There are other items, 
but those are the largest items. 

Senator Kerauver. Your production of cold-rolled sheets, as of 
the beginning of this year, seems to have been 2,220,000 tons at Great 
Lakes. and then 750, 000 over at Weirton ? 

Mr. Humpurey. That is about right. 

Senator Keravuver. This is c: upacity ; is it not 

Mr. Humeurey. This is all capacity. 

Senator Kerauver. Yes. These cold-rolled sheets, are they sold 
largely to the automobile companies and appliance companies ? 

Mr. Humpurey. That is r ight. All sorts of uses of hot-rolled steel, 
thin steel sheets, appliances, ‘automobiles, and all sorts of uses of that 
kind. 

Senator Kerauver. We wrote National Steel a letter which is the 
same letter we wrote to the other 10 larger producers, Mr. Dixon. 
Do you have a copy of the letter to put into the record 2 

Mr. Dixon. We do, Senator. We asked National for seven basic 
things in that letter. Subsequently, we followed it by a telephone 
‘all, and by letter of August 30, 1957, we were given this basic 
information. 

Mr. Chairman, there is one statement in this letter that we should 
thrash out right now. The letter submitting it is signed by Mr. W. 
Gordon Rauck. It has a sentence at the end of it: 

Again, we rely upon your assurance that all of this information will be kept 
strictly confidential. 

It was not my understanding that any of this information was to 
be confidential. It is the same information we have received from 
all of the other 10 companies, and we don’t want to have any misun- 
derstanding that we are trying to put something in that they think 
should be kept confidential. It is not the type of information that I 
would think the company would have any objection to having made 
a part of this record. 

Senator Kerauver. When we asked for the information, we were 
trying to get unit costs, among other things, which none of the com- 
panies would give us. The information here has to do with total 
employment costs, production, price, so that I do not see that any of 
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this information should be kept confidential. But before putting it 
in, Mr. Reed, if you have some other idea about it—— 

Mr. Reep. The original 

Senator Kerauver. We put the same information in for United 
States Steel and Bethlehem Steel. 

Mr. Humeurey. There is no objection to this being a part of the 
record. 

Senator Keravuver. Sir? 

Mr. Humpnrey. There is no objection to the written statement be- 
ing made a part of the record. 

Senator Kerauver. Very well. We will make the written state- 
ment a part of the record. 

(This material referred to may be found in the appendix on p. 
1396.) 

Mr. Dixon. Mr. Chairman, in addition to that information, we 
requested National Steel to furnish further information, by letter of 
October 11, signed by Mr. Shroads, that information is submitted. I 
think that I will briefly describe the nature of the material. 

Schedule A attached to this letter sets forth the number of shares of 
common stock outstanding for the period 1940-57, showing the stock 
splits. It also shows the dividends per share for that same stock, and 
also it shows the earnings per share, after taxes, for the period 1940- 
56 and through the second quarter of 1957. 

We had asked for the individual salaries of the officers of National 
Steel Corp. for the period 1940 through 1956, but schedule B does 
provide the aggregate figure. 

Schedule C furnishes the stock option rights of the officers and 
directors where there were such options for the period of 1951 through 
June 1957, including the grants by the dates with prices and the names 
of the officials. 

Schedule D sets forth the operating rate in percent of the ingot ca- 
pacity for National Steel; and schedule E sets forth the answers to 
three basic questions which we had asked of United States Steel and 
Bethlehem Steel, inquiring as to the manner of pricing that National 
Steel utilized prior to the Federal Trade Commission complaint in 
docket 5508, and to the cease-and-desist order entered into in 1951, and 
to which National was a signatory. It also replies to a question elicit- 
ing the manner in which National changed their pricing method or 
practice after that complaint or that order. And finally it encloses 
the answer to the question explaining the reasons for those instances 
wherein National’s bid price to the Government or to certain large 
customers was identical with other steel producers. 

I think that this letter should also be made a part of the record. 

Senator Kerauver. Let it be made a part of the record and at the 
appropriate place we will refer to them. 

(The matter referred to may be found in the appendix on p. 1392.) 

Senator Kerauver. Mr. Humphrey, we will go to your reply, or the 
reply of National Steel, and questions that were asked with respect to 
the first letter referred to by Mr. Dixon. The first question was as to 
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the amount of the increase in employment costs. I will read the exact 
question : 

The extent to which in cents per ton your employment costs per man-hour 
were increased on July 1, 1957, pursuant to the labor agreement with the United 
Steelworkers Union 
and, second— 

The number of man-hours required per ton of finished steel product. 


The answer to the first question is approximately 21 cents per hour 
increase in employment costs, but the total effect by reason of a 
creases also in cost of outside materials and services would be $2.5 
to 2—— 

Mr. Humpurey. Two and a half times. 

Senator Kerauver. Would be 

Mr. Humenrey. Two and a half to two and three-quarters. 

Senator Keravuver. Two and a half to 2.75 times the employment 
costs increase. 

Also such an increase, while including the four-tenths 

Mr. Humpurey. No, no; 4 cents. 

Senator Krrauver. Four-cent cost-of-living adjustment at July 1, 
1957, did not include the 3-cent cost-of-living adjustment on January 
1, 1957, which latter had not been recovered in the interim. 

Your answer to the second question was: 








Varies between 14 and 16 man-hours, depending on factors such as the product 
mix and the percentage of outside purchased raw materials used. 

Taking the median between 14 and 16 man-hours for the production 
of a ton of steel, the figure would be 15 man-hours. 

If you multiply 15 man-hours by your stated increase of 21 cents, it 
gives you $3.15 cost increase as a result of your wage increase, and 
that is about in line with what we found with United States Steel 
and with Bethlehem Steel. 

Incidentally, the 14 to 16 man-hours to produce a ton of steel is 
about the national average as reported by the American Iron and 
Steel Institute. 

So that, gentlemen, in the light of your own answer to these ques- 
tions, arrived at by multiplying 15 by 21, why should not National 
reduce its price of steel at the present time # 

Mr. Humpnurey. Well, Mr. Chairman, this is not all of our cost 
increase that is involved, and I think that until we know and have a 
much better idea than we do so far of what our total cost increase is 
,oing to be, we are not prepared to make any change whatever. 

Senator Kerauver. Mr. Humphrey, your wage increase or employ- 
ment increase—and this is apparently all your employment increase, 
not just the increase covered by the steelworkers’ contract or the pro- 
duction workers—according to your own figure, is 21 cents. 

Taking the median between 14 and 16, that makes your increased 
costs per ‘ton as a result of your wage increase $3.15. 

What are these other increases t that make up the difference between 
the $3.15 and $6 a ton ? 


95009—58—pt. 3——10 
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Mr. Humpurey. Well, there are other increases all along the line 
that gradually come into effect, and not so gradually either. 

We have recently published our third-quarter report, and I 
think 

Senator Keravuver. Yes; I think that should be made a part of the 
record. 

Mr. Humpurey. I think it should be made a part of the record. 

Senator Kerauver. All right. 

(The information referred to may be found in the appendix on 
p. 1416.) 

Mr. Humpureey. If you will examine that, you will see that our 
earnings for the third quarter were about $8 million as compared to 
$1214 million in the second quarter, and $1314 million in the first. 

Now, the effect of the wage advance and of the price change was 
felt to some extent, to quite an extent, both were felt to quite an 
extent, in the third quarter, and that is a rather marked decrease in 
earnings, as you will see. 

You will find if you go through all of the companies that third- 
quarter earnings in almost every case were affected—third-quarter 
earnings were substantially less than first or second quarters. 

But in our own case we have our own figures, and there is a very 
substantial drop that we have in that quarter. 

Now, we do not know to what extent—it is a little difficult to figure 





just to what extent—we are affected by these other things, because we. 


ad a strike during that period at the Detroit plant for several days, 
a good many days, and so it is very difficult for us to tell exactly what 
the effect will be. 

Until we know more about our own business and how it is going, 
why, we would not want to consider anything, any change of any 
kind, either up or down. 

Senator Krerauver. Mr. Humphrey, your report, I believe, shows 
that your production in the first quarter was 98 percent capacity, and 
in the third quarter, 80 percent; is that approximately correct ? 

Mr. Humpeurey. Was what? 

Senator Krerauver. That your percentage of capacity production 
was 98 percent in the first quarter ? 

Mr. Humpurey. That is right. 

Senator Krerauver. And 80 percent in the third quarter? 

Mr. Humpnrey. That is right; that is about right; and it is still 
about the same. 

Senator Keravuver. That is a substantial decrease. 

Mr. Humpnrey. That is a substantial decrease, and it plus the strike 
and the other difficulties in the third quarter had a very marked effect 
on earnings, so we are not—we just do not know what the effect of 
the wage and price adjustments will have on us yet. 

Senator Keravuver. All right. Of course, your profits in the third 
quarter were larger than they were in the third quarter of 1956. 

Mr. Humpurey. Well, that is perfectly natural because you had a 
long strike in the third quarter of 1956. 

Senator Kerauver. The decreased operating rate would certainly 
decrease your profits or have an effect on them? 

Mr. Humpurey. It will have an effect on them. 

Senator Keravver. And has had an effect on them? 
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Mr. Humpnrey. Well, as I say, it is a little difficult for us to tell 
just what it is because of the upset conditions that we encountered 
during that period. 

Senator Krravver. We find that the report of your company shows 
substantially the same picture as the third-quarter profits of United 
States Steel and, I believe, the same as Bethlehem, whose third-quarter 
profits are at an alltime high. 

Was your third quarter an alltime high, that is, for the third 
quarter ¢ 

Mr. Humpurey. For the third quarter? Oh, no. 

Senator Kerauver. What year did you have a higher profit in the 
third quarter ? 

Mr. Humpurey. We will supply that a little later. 

Senator Kerauver. What are these other costs, Mr. Humphrey, that 
explain the difference between $3.15 increase in costs and your increase 
of $6 a ton in price? 

Mr. Humpnurey. Over a period of some experience in the business, 
we have found that purchased materials, freight rates, and various 
other things, together with some reduction in operating rates, have 
just about doubled the amount, perhaps a little more than doubled 
the amount, of a wage advance which has been put in such as this 
wage advance was, and 

Senator Kreravuver. What are the principal other costs besides labor 
costs that go into the price of things that you have to buy, Mr. 
Humphrey ? 

Mr. Humeurey. I can have a list of those submitted to you, Mr. 
Chairman. It runs into a lot of money. 

Senator Krravuver. Let us just take the principal ones. Steel scrap 
would be one of the principal materials that you have to buy ? 

Mr. Humrurey. That is correct; that is one of the items. 

Senator Krrauver. That has not been going up in price, has it? 

Mr. Humpurey. Not recently, no. It has come down. 

Senator Kerauver. The average price in October 1957, of steel 
scrap compared with the average for the year 1956, according to the 
Bureau of Labor Statistics, is down 28.8 percent. 

Mr. Humeurey. Of course, that is a very volatile thing, and 
changes very rapidly, and always has and always will, I think, be- 
cavse of the pressure. 

As the steel business moves up in volume, there is a lag in the pro- 
duction of scrap which creates a shortage of scrap. 

As the steel business recedes in volume, there is a I: ag in the accumu- 
lation of scrap, which makes a surplus of serap, and when you have 
either a shortage or a surplus, it has an effect upon the price, that is 
a temporary effect, and after a while it levels out. But that is one 
of the reasons why scrap is so volatile. 

Senator Keravver. Mr. Humphrey, the price of scrap has been go- 
ing down since June of 1957. 

Mr. Humpnrey. So has the steel business. 

Senator Kerauver. So that there has been no increase in the price 
of scrap, which is one of the costs that go to make up that difference 
between $3.15 and $6, isn’t that true ? 

Mr. Humpurey. Not for the moment. But just as I have tried to 
tell you, when the stee] business is receding in volume, it automatically 
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creates a temporary surplus of scrap which, however, is reversed as 

uick as that volume begins to pick up. So that you can have—you 
a have—a more volatile movement in sc rap than in many other— 
almost any other—commodities because of the peculiar conditions of 
the scrap business. 

Senator Kerauver. According to the American Metal Market of 
Saturday, Noveinber 2, 1957, at page 11, the price of scrap as of 
November 1 coiitinues to decrease. The average of October 1957 
was 28.8 percent below the average of 1956. As ‘of November 1, it is 
32.4 percent below the average of 1956. 

Mr. Humeurey. And I think that—— 


Senator Kerauver. I have a table which gives the changes in price, 


which we will make a part of the record. 

(The material referred to may be found in the appendix on p. 1399.) 

Senator Kerauver. How many months does it take you to accumu- 
late your stockpile of scrap? How much do you keep on hand ? 

Mr. Humrurey. Your scrap is pretty much of a current thing. 
You have 60, 90 days, or less of scrap on hand. It fluctuates about. 
It is bulky, you cannot keep great stocks, and 60 to 90 days is about 
what you would have, and as T have just told you, as long as the steel 
business reduces in volume, in production of steel, why you have an 
artificial surplus of scrap which bears heav ily on the scrap price. 

That will turn around like a flash when it turns the other way. 

Now, if I could just interrupt a minute and return to this other 
question that you asked me for which the figures have been given to 
me- 

Senator Keravuver. Let us stay with scrap. 

Mr. Humrurey. Just let me answer your questions, please. 

Senator Kerauver. All right. 

Mr. Humrurey. You asked a question as to when we had a third 
quarter profit that was higher than our present third quarter profit. 

Senator Keravuver. Yes, sir. 

Mr. Humpurey. If we did not set a record in the third quarter 
this year. 

The third quarter of 1955 was $11.5 million. Bear in mind that 
our profit this year is eight. 

The third quarter of 1953 was $13 million; the third quarter of 
1951 was $10.5 million; the third quarter of 1950 was $14 million; 
the third quarter of 1949 was a little over $10 million; the third quar- 
ter of 1948 was over $11 million. So it was not a record for National 
Steel. 

Senator Kerauver. During some of those years you were produc- 
ing at a higher operating rate in percentage of your capacity; were 
you not ? 

Mr. Humpurey. I presume we were, and that is one of the things 
that bears upon earnings, and it bears upon costs. 

Senator Krrauver. And some of these years, of course, were dur- 
ing the Korean war. 

Mr. Humpurey. It goes all the way. You asked if it was a record, 
and I said it was not, and these are the faets to indicate it. 

Senator Krrauver. We are glad to have the information. It was a 
record for United States Steel; I am not sure from the Bethlehem 
report whether it was a record or not, but it was higher than last 
year for that quarter. 
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Coming back to scrap, Mr. Humphrey, you are now using the scrap 
pile that you say is fairly current. I think some steel man said that 
it is never more than 60 days old, that what you buy you use within 
60 days. 

Mr. Humeurey. That all depends upon your volume of operation. 

Senator Kerauver. But you are now using the scrap you have been 
buying at a low price. 

Mr. Humenrey. No, not largely. 

Senator Keravuver. Isn’t that right? 

Mr. Humeurey. Largely we are still absorbing inventory. 

Senator Kerauver. You are what? 

Mr. Humpurey. Absorbing the inventory of scrap. 

Senator Kerauver. When did you buy the scrap that you are using 
now, do you think ¢ 

Mr. Humreurey. Well, it is all mixed together. Maybe I can get 
those exact figures for you. 

Senator Kreravuver. But you are buying a lot of scrap now at a low 
price that you will shortly be using? 

Mr. Humenrey. That is correct. 

Senator Krerauver. You are suggesting that does not justify a re- 
duction in the price of steel because the price of scrap may go up 
sometime; is that it? 

Mr. Humpurey. That is correct. 

Senator Kerauver. The dealers of scrap make a different forecast, 
Mr. Humphrey, based on the record of what they said in the New 
York Times of October 15, 1957 : 


Iron and steel scrap dealers have notified the Government that the domestic 
market for scrap next year will be smaller than the 32,500,000 tons that is the 
official estimate of consumption. 

Demand for scrap, a major ingredient of new steel is considered one of the 
important signposts of industrial activity. 

The Department of Commerce held a special meeting with representatives of 
the scrap industry. They estimated this country would consume about 31 mil- 
lion tons of scrap next year. BExport demand will be about 5,500,000 tons, the 
dealers said, as against the Government estimate of 6,200,000. 


Then here is the statement in the American Metal Market: 
Worldwide slump in demand sends scrap rocket earthward. 
It continues: 


Since early last December the composite price of No. 1 heavy melting steel, 
delivered to consumer, as reported by American Metal Market, has plummeted 
about $25 or 38 percent—with the bottom still to be set. 

So, according to the scrap dealers, they project even a lower price 
in 1958; the trade itself projects an even lower price in 1958. 

Is that your information or would it be easier to supply it? 

Mr. Humpenrey. When you are getting markets ahead, Senator, 
everybody is entitled to their own opinion, and they may be right. 

I think that the fact will be determined very largely by the rate of, 
by the volume of, business and rate of operation. 

Senator Kerauver. Mr. Humphrey, if you or Mr. Millsop would 
give us the actual figures, we would not need to resort to calculations 
of the cost of scrap in a ton of steel and of how much lower that cost 
is by virtue of the lowered costs of scrap. But in the absence of the 
actual figures, we have worked it out on an estimated basis for the 
industry generally. As of September 1957, the reduction in the cost 
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of scrap per ton of steel for that month under the costs for the average 
of 1956, according to this calculation based upon information fur- 
nished the committee and made by Dr. Blair, would be $3.87, and the 
cost has been going on down since that time. This decrease has been 
greater than your wage increase. 

Do you think this is ; approximately a correct figure, Mr. Humphrey, 
or Mr. Millsop ? 

Mr. Humpnrry. I cannot tell you, Senator, about the industry. I 
can tell you about our own situation. The effect that a change in the 
price of scrap has is a very complicated computation because it would 
depend very largely upon the amount of scrap that you use in making 
a ton of steel. 

You can vary the amount of the scrap that is used in the making 
of a ton of steel by a very considerable amount, and if you are using 
a large amount of scrap it will be one thing; if you are using a small 
amount of scrap it would be another. 

If scrap goes down and you increase the amount of scrap that, 
turn, affects the operation of your blast furnaces and your coke ovens 
and ore mines, and you have a lot of increased costs or idle expense to 
bear in the other branches of your business, which would suffer in 
volume if you increased the scrap. 

So I do not think that any calculation that does not take into ac- 
count the change in practice of the various things that are effected 
is of any account. 

Senator Keravuver. Well, Mr. Humphrey 

Mr. Humpurey. I do not mean it is just an arithmetical calculation, 
I do not think it would do you a bit of good to make one. 

Senator Kerauver. This is based upon the actual experience of 
Bethlehem and United States Steel. Th information has already been 
placed in the hearings on Bethlehem. 

Mr. Humpurey. | have no figures about Bethlehem. 

Senator Kerauver. And by United States Steel during the time 
they were here as to the amount they actually paid for scrap, as con- 
trasted with the market price. 

If your experience was similar, then this would have application 
to you. If you use less scrap, perhaps, the figures would be different. 

Mr. Humenrey. I do not know what those figures are, Senator, 
and I cannot relate our experience to them because I have never seen 
them and I do not know how they were compiled. 

Senator Keravver. This has been put into the record, and we would 
want to comment on it, we would be glad to have you do so. But, 
want to comment on it, we would be glad to have your comment. But, 
perhaps, Mr. Millsop could tell us just what the average change in 
costs of producing a ton of steel has been as a result of the decrease in 
the cost of scrap. In other words, what was your cost of scrap on the 
average in 1956 in a ton of steel, and what is your cost of scrap today in 
a ton of steel? Can you gentlemen give us that information, or will 
you? 

Mr. Humpnrry. I think we can have figures prepared if you will 
let us see what we can do. 

Of course, as I say, it all depends upon the practice, what the practice 
is, at the time, and the practices varies from time to time, and you have 
to know what the practice is. 
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Senator Keravuver. I would think that in 1956 you would know how 
much scrap you used. 

Mr. Humpnrey. It changes, Senator, I am trying to tell you. 

Senator Keravver. And what you paid for it. 

Mr. Humpnrey. It changes with the amount of operation and your 

rices and in relation to the cost of your pig iron. 

Senator Keravuver. I would apprecia-e that, but I would think you 
would have a record available here as to the amount of scrap you used 
in 1956. 

Mr. Humenrey. Yes. 

Senator Keravuver. We need to know what you paid for it and how 
much you used. We know the amount of steel you produced, and by 
those figures we could calculate the average cost of scrap in the ton of 
steel that you produced in 1956. I suppose that would give us some 
indication of what you are using now. 

Mr. Humeuery. It might or might not because at a different rate of 
operation we would have a different, probably an entirely different, 
balance so it might not be indicative at all. 

Senator KEFAU veR. Of course, the usual rule is, is it not, Mr. 
Humphrey, when the price of scrap is down, you tend to increase the 
amount ed ‘ap that you put into a ton of steel ? 

Mr. Humenrey. That all depends on how much you increase your 
overhead and other costs by shorter operating time. You just do not 
manipulate this, you know, you just do not shut off one thing and not 
run into some expense in that that offsets gains elsewhere. 

Senator Kerauver. Mr. Humphrey, it would be very helpful if you 
could get those figures, and I should think they would be readily avail- 
able, that is, the amount and cost of scrap you used last year. You 
know the amount that you used, the price you paid on an average last 
year, the price that you are paying now, we know the price you are 
charging for steel now, we know the price of scrap on the market. It 
is as of the present time 32 percent under the average of 1955. That 
is more than enough to absorb the wage increase on the basis of the 
only calculations we have, taking the actual experience of United 
States Steel and Bethlehem. 

If that is the case, and you find that to be true of your company, 
why should you not reduce the price of steel because of the lower 
amount you have paid for scrap ? 

Mr. Humpurey. We have one sort. of an operation at a hundred 
percent and another at 80 percent, and it varies in various ways. 

Now, we will see if there is any intelligent figure that can be pro- 
duced for you, and if there is, I will give it to you. If we cannot 
get something that will be helpful why, of course, there is no use in 
putting it in. 

Senator O’Manoney.: Mr. Chairman, may J ask a question at this 
point ? 

Senator Kerauver. Yes indeed. 

Senator O’Manoney. As stimulated by your answer, Mr. Hum- 
phrey 

Mr. Humenrey. By what? 

Senator O’Manoney. Stimulated by the answer you have just 
given with respect to the different factors that must be taken into 
consideration, do you have a general, long-term pricing policy? 
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Mr. Humpnurey. Well, I think, of course, your pricing has to 
change, Senator, with conditions. 

As a rule, I think our long-term pricing policy could be stated very 
simply: It is to keep ourselves competitive with prices that we find 
that we have to meet. 

Senator O’Manonry. When you speak of keeping yourselves com- 
petitive with respect to prices, precisely what do you mean by “com- 
petitive?” 

Mr. Humpurey. That would be quote prices that are as near the 
prices of our competitors as we can learn and determine and work out 
so that we will get at least as much as they do, and we ought to be 
ashamed of ourselves if we do not, and so that we will not price our- 
selves over them and thereby not get any business. 

Senator Kerauver. Does that not mean, therefore, that when one 
of your competitors, let us say United States Steel, raises the price, 
then it is your general policy to raise the price also ? 

Mr. Humpnrey. If we ind that our competitive price is higher, 
why, of course, we attempt to get that price, if that is a reasonable 
advance. 

Senator O’Manoney. It might be reasonable for your competitor, 
it might not be reasonable for you. It might be unreasonable for the 
competitor and it might be reasonable for you. 

Is there any measure, any standard, by which you can judge? 

Let me suggest, for example, suppose the return for the investor 
was in the case of National Steel a proper and reasonable return. 
For example, the table which has been prepared by the staff on figures 
from the Federal Trade Commission shows that the average rates 
of return on the stockholder’s investment, after taxes, during the 
period 1950, then to 1053-56, was 11.5 percent for United States Steel ; 
14.2 percent for Bethlehem; and 14 percent for National. 

For that particular period, therefore, both Bethlehem and National 
were earning a higher average rate of return on the stockholder’s 
investment than was United States Steel. United States Steel might 
come to a decision, unreasonably, let us say, that the price of steel 
should be raised because its return, 11.5, on the stockholder’s invest- 
ment, was not as good as the National’s return, which was 14 percent. 
Now, if United States Steel raised, would it be necessary for Bethle- 
hem and National to raise? 

Mr. Humpurey. Well, Senator, I don’t think you can base it en- 
tirely upon a return on book values. Book values vary very consid- 
erably. Some book values are relatively lower than others. 

I will take a simple illustration with National Steel. We have had 
a rather conservative way of keeping books and we have, for a num- 
ber of years, charged a depreciation which was higher than was a 
proper permissible depreciation for taxes, and we have paid taxes on 
a depreciation which we have charged to reduce our book values so 
as to keep our book values in a conservative way. But that doesn’t 
mean that the money wasn’t actually spent in the increasing of the 
assets of the corporation and increasing the volume of business that 
was done. 

Again somebody may have some very valuable asset that was ac- 
quired at an extremely low cost that shows very low on their books, 
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To take as a fair rate of return just the book value of a company I 
don’t believe is, certainly it is not an exclusive way of determining 
what is a fair return. 

It may be one of the items that you can take into account, but it 
certainly is not an exclusive measure. 

Senator O’Manoney. Of course there must be a number of items, 
but it has commonly been said in business and industry over the years, 
over the decades, that many of those engaged, in fact most of those 
engaged in business, have been guided by the desire to charge what 
the traffic will bear. 

That happens in every little locality when a fair goes on, and when 
there is a big demand for hotel reservations, for example, when the 
world series 1s being played in a big city, expenses go up for those 
who attend. Is it the policy of the steel industry to charge what the 
traffic will bear, or do you have a standard other than that? 

Mr. Humenurey. No. I think it is broader than that. I think that 
it is not just a question of what temporary traffic will bear. I think 
that is a very shortsighted viewpoint to take. 

As a matter of fact, as I am sure you well know, we are not only 
concerned with competition in the business, with our competitors in 
the business for current position in the business, but we are very con- 
cerned for the competition as between our customers. 

If we were just guided, as you say might be the case, by what the 
traffic would bear during some period of time, we might get our prices 
so high that we would put the costs of our customers so high that we 
would price them out of the market, and then we would lose that cus- 
tomer and he would be gone for good and all. 

We compete, the steel business competes, not only with other steel 
companies, but we compete with other materials that can be used in 
substitution for steel. 

We compete with aluminum, we compete with cement, we compete 
with the plastics, we compete with all sorts of things that can be 
used instead of steel, and if we, in our pricing practices think simply 
of what we could get tomorrow and not of the longer range point of 
view—we could very well curtail our total market by elimination of 
our customers in their competition with other people. 

Let me take by way of illustration 

Senator O’Manoney. Pardon me while I say this. You will recall 
that I eliminated that contingency in my question, because I asked you 
about long-term prices, 

Mr. Humpnrey. That is what I am talking about. 

Senator O’Manoney. Not day to day prices. 

Mr. Humpnmrey. That is what I am talking about, and I will just 
take one of our own products as an illustration. Let’s take tinplate. 
Let’s take cans. If the cost of steel, the cost of tinplate, gets to a 
point that is too high, if it is overpriced to a place where glass can 
compete, many things go into glass, and then that market is gone. 

It can go to paper. Paper can step in, and paper, as you know 
yourself, in the milk business, for instance, has taken a very substan- 
tial amount of market. 

Now our basic objective, and I think that it is demonstrated by the 
tremendous use and growth of steel is that there is probably no com- 
modity that can do so many things so well for so little as a ton of 
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steel, and we want to keep it that way, just as long as we possibly ca 
in order to keep as broad a market as possible to keep our veibenniee’l in 
business. 

Senator O’Manonry. That is a very laudable ambition, Mr. 
Humphrey. 

Mr. Humenurey. That is the way you make money in business, de- 
velop, maintain and expand in business. 

Senator O’Manoney. You have given a list of a number of factors 
that go into the long-term policy. 

Mr. Humpnrey. That isr ight. 

Senator O’Manoney. What I was trying to determine was what 
the importance of actual pricing is. Didn’t National Steel follow 
United States Steel up $6 a ton ? 

Mr. Humpnrry. I can give you the figures as they relate to National, 
and I think they might be i interesting. 

Senator Krravver. We have put in the record a table, which I 
think you have, of the 10 leading companies and the increases that 
were put into effect on July 1 of this year. 

Mr. Humpurery. I will put in our figures. I don’t know about the 
industry. I will just put in what our figures are. 

Senator Keravver. All right, sir. 

Mr. Humenrey. The principal commodities that we have are say 
8 or 10 here, and I will read them, and the advances that we have put 
in, that we have found it necessary to meet. 

Cold-rolled sheets $6; cold-rolled strip, $6; hot-rolled sheets, $5; 
hot-rolled strip, $5; plates, $5; bars, $7; galvanized, $6; structurals, 
$5.50; piling, $6.50; semifinished, $3.50; and tinplate no change. 

And now then, our aver age at Great Lakes, the average change in 
the prices of Great Lakes products based upon our shipments for 
the month of June—we take June because June was a relatively full 
month, a representative month of operation—and we had the price that 
we actually got in June, and if we had put these same prices that I 
have just read to you into effect, fon they had been in effect in June, 
Great Lakes would have gone up $5.64 and Weirton would have gone 

up $3.29, or an average for the total of 342,550 tons went up $4.58, 
Now that is what would have happened if we had put the price 
advances that we are now charging into effect during the month of 
June. 

Senator O’Manoney. When did you put them into effect ? 

Mr. Humpurey. They went into effect in July. 

Senator O’Manoney. That was before you went with the company? 

Mr. Humpnrey. That is correct. 

Senator O’Manonery. Your answer to one of my earlier questions 
was that with respect to prices, you made prices as close as possible 
to the competitor’s ? 

Mr. Humpnrey. That’s right. 

Senator O’Manoney. Do you think that is the proper policy that 
should be followed in these cases ? 

Mr. Humpurey. I think that was the proper policy at this time, 
because very frankly from the effect upon our earnings and our 
operation so far we certainly as shown by the figures that 





I have previously given here—we certainly are not in any position 
to take any less price, and we can’t get any more. 
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Senator O’Manonery. Doesn’t that eliminate all the other factors 
rou were giving ¢ 

Mr. Humpnrey. No. 

Senator O’Manoney. Because you say definitely you were follow- 
ing the price as closely as you can. 

Mr. Humpurey. At this particular time that is exactly what we 
did. : 

Senator O’Manoney. Would there be anything wrong in cutting 
the price when circumstances permitted you to cut the price ? 

Mr. Humeurey. I think in view of our earnings at this time, it 
would be quite wrong for us to cut the price; yes, [do. But there may 
be some other time or some other circumstances when a price reduction 
might be made. There are price reductions in the steel business as 
well as price advances, as you well know. 

Senator O’Manonry. I have a sheet here prepared by the staff 
taken from Moody’s Industrial Manual entitled, “Selling, General 
and Administrative Expense in Percentage of Net Sales.” Has this 
been made part of the record ? 

Senator Kerauver. No, it hasn’t been made a part of the record. 

Senator O’Manonry. May I have a copy? I would like to put it 
in the hands of Mr. Humphrey. 

Senator Keravuver. Furnish the Senator and Mr. Humphrey copies 
of all these exhibits. 

(The matter referred to follows :) 


Selling, general, and administrative expense in percentage of net sales, 10 largest 
steel manufacturers, 1950-56 


Bethle- | United | Repub- | Jones & | Youngs- Colorado| W heel- 


Year (National hem States lic Langh-| town Armco | Inland | Fuel & | ing 
Steel lin Iron | 
1956 3. 68 10. 78 3.79 4. 06 4. 28 5. 7% 5. 30 7.09 6. 76 6.01 
1955 3. 45 11.31 3. 60 4. 00 4.17 4.79 5.16 7. 08 7.80 | 5. 20 
1954 4.00 12. 63 4.14 4.77 4.91 5. 61 5. 95 7.92 7.73 | 6. 24 
1953 3. 27 9.19 3. 65 3. 35 3. 96 5. 05 5. 32 6. 90 6.21 | 5. 34 
1952 3. 39 8. 64 3. 67 3. 62 4.41 4.81 5. 37 7.13 5. 60 6. 30 
1951 2.89 8.10 3. 21 2. 94 3.18 4. 69 4. 66 5. 24 4. 87 | 4. 57 
1950 2. 96 8. 69 3.19 3. 27 3. 11 4.24 5. 42 5. 06 6. 49 5.18 


Source: Moody’s Industrial Manual, 1957. 


(Material relating to comment on the above table by Bethlehem 
Steel Corp. may be found in the appendix on p. 1363.) 

Senator O’Manonery. I am calling your attention, Mr. Humphrey, 
to a very interesting statement here with respect to administrative 
expense in percentage of net sales for the 10 largest steel manufac- 
turers. This deals with the period -from 1950 through 1956, and for 
those 7 years National Steel was, in every year, at a lower percentage 
for administrative expense, and a lower percentage of net sales, than 
any of the other companies. Does that mean that National Steel 
was not paying its executive managers on the same basis as its com- 
petitors were ? 

Mr. Humpnurey. No; I don’t think so, Senator. Nor does it indi- 
cate that National is a lot smarter than its competitors. What it 
indicates is that, because of our rather 

Senator O’Manonry. Don’t deprecate yourself. 
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Mr. Humpurey. I would like to claim it, but it just isn’t a fact. 
What it means is that National’s products and National’s necessity 
for maintenance of various items of overhead expense are sufficiently 
limited so that we are able to do it on a smaller basis. If we were 
spread out to the same extent and had the same number of things to 
dispose of, and all the same ramifications, and the tremendous ramifi- 
cations of various facilities that some of the other companies have, 
why, we would have the same overhead, I assume. 

Senator O’Manonry. Assuming that, in addition to having a lower 
expense for administration, you had a lower expense for labor, a lower 
expense for scrap, a lower expense for other items that went into the 
costs of steel, would you still believe that National Steel should follow 
United States Steel up ? 

Mr. Humpnerry. So long as United States Steel’s pricing were such 
that we believed there was a fair general price to expand the general 
market, I would say yes, sir. I think there is no reason in the world 
why, if National Steel can make more money than United States Steel, 
we shouldn’t do it, so long as we are looking at a long-range picture 
and are building and developing and expanding markets for our 
product. 

Senator O’Manonry. Then, do you wonder, Mr. Humphrey, by 
reason of this answer that you have given, that many people seem to 
hold the opinion that there is no price competition in the steel indus- 
try, that you just go up and up and up whenever any company feels 
the urge to raise the price ? 

Mr. Humpurey. Now Senator, I think you will remember that it 
wasn’t so long ago that we were all down here, and we were being 
charged with having the price so low and having the earnings so low 
that we were falling behind in expansion of the steel business, and 
Russia and everybody else was getting ahead of us, and we had to 
have pressure put on us, in order to expand our business faster, and 
we went through a whole series of those things here, and that was 
only a few years ago. 

That was while I was still in the steel business, and before I was 
a public servant. 

Senator O’Manoney. And, as a result of that, the Government 
adopted the policy of rapid amortization? 

Mr. Houmepnrey. That’s right. 

Senator O’Manonry. To help you expand? 

Mr. Humpnurey. That was one of the things that resulted: so, it 
goes both ways, and over a period of years you would find criticism 
first one way and then the other. 

Senator O’Manoney. You say both ways. The answer seems to be 
one way only, up. ; 

Mr. Humpurey. Oh, no; isn’t only one way. There have been lots 
of reductions in steel prices, and we can go back to when 





Senator O’Manoney. Of course, when times go bad. I notice 
from these statements here that National does a great deal of business 
with the automobile companies. I think you do a dominant business 
with automobile companies. I understand that the steel industry is 
now feeling a little pinched because the automobile industry is not 
ordering as much steel. 

Mr. Humpurey. That’s right. 
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Senator O’Manoney. Is that not the fact? 

Mr. Humeurey. No; I think that is right. I hope the automobile 
business will develop further. They are in one of these periods of 
model change, and nobody knows exactly what is going to happen 
in the automobile business. 

Senator O’Manonry. You know, as everybody else does, that the 
automobile industry announced that the price of the new cars for 
1958 would be considerably up. 

Mr. Humpurey. I think about 3 percent. 

Senator O’Manonry. After a few weeks passed and the condition 
that brings this committee into session began to develop, then some 
of those automobile companies began to cut the price down. Only 
yesterday or the day before I read an announcement—I don’t know 
how accurate it was, but it was in the newspaper—with respect to the 
Ford Continental, that the price had been considerably reduced, but 
still, in the steel industry, the price is still up. 

Mr. Humpueey. I can’t tell you about the Continental. That is 
not in my class. 

(Discussion off the record. ) 

Senator Kerauver. We have made part of the record as an exhibit 
the selling, general, and administrative expense in percentage of net 
sales, which shows that in 7 years National Steel’s selling and admin- 
istrative expense has been under that of any of the other 9 large com- 
panies, so we compliment you upon that record. It compares inter- 
estingly with Bethlehem. ‘In 19! 56, your figure was 3.68, and Bethle- 
hem was 10.78. Bethlehem’s average salaries and bonuses of $438,000 
per year for 15 or 21 executives might have something to do with 
that. 

Mr. Humeurey. Well, I have no way of knowing, Senator, what 
they include in those accounts. There are various cutoffs that you 
can make, and classifications can be quite different. I would like to 
think we were that much smarter than Bethlehem, but I am positive 
that we are not. 

Senator Kerauver. But, in any event, salary is one of the cost fac- 
tors, and in this cost factor you are the lowest in the entire industry, 
of the major companies. 

Senator O’Mahoney has referred to, and you have spoken about, 
price increases put into effect by National last July. We have com- 
piled from information furnished by the 10 largest companies the 
price increases instituted by all the companies, from August 1956, 
after the strike and then in July 1957. 

We find that generally your increases were the same as United 
States Steel, Bethlehem and the other companies. In reading over 
the list, you gave the increases for all the products, but when you came 
to tinplate, you said, “No change”; is that correct ? 

Mr. Humenrey. That’s correct. 

Senator Kerauver. The fact is that tinplate was increased some 
time before July 1957; was it not? 

Mr. Humpnurey. Tinplate has moved at various times in various 

ways. It is a competitive condition with relation to tinplate. 

It is competitive not only as between sellers of tinplate, but also 
the necessity for the business, the way the business is conducted, and 
as I said before, to a large extent in seeing that our customers are also 
kept competitive. 
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Senator Keravuver. What was the amount of the = in- 
crease of tinplate between January 1, 1957, and July 1, 1957? Will 
you give us the increase ¢ 

Mr. Muisop. It is 35 cents, what is termed a “base box,” which is 
the unit by which tinplate is sold. That was the last increase made. 

Senator Keravver. I mean all the increases in the spring and winter 
of 1957. 

Mr. Mitisor. I don’t have it before me, but we will supply it to you, 

(Material subsequently furnished follows :) 

THORP, REED & ARMSTRONG, 
Pittsburgh, Pa., November 19, 1957. 
SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 


OF THE COMMITTEE ON THE JUDICIARY, 
Senate Office Building, Washington, D.C. 


Dear Sirs: Supplying information which National Steel Corp. agreed to fur- 
nish during Mr. Humphrey’s testimony last week, I give you the following: 

During 1956 National Steel Corp. used 2,491,262 tons of scrap at a cost of 
$103,600,512, or an average cost of $41.59. The scrap used during September 
1957 averaged $39.58 per ton. 

The price of tinplate per box prior to November 1, 1956, was $9.60. On that 
date it was raised 10 cents to $9.70. On May 1, 1957, tinplate was increased 35 
cents per box to $10.05. 

Yours very truly, 
EARL F. REED. 

Senator Kerauver. Was it 35 cents a box at one time? 

Mr. Mittusor. That was the last increase that was made. 

Senator Kreravver. When was that made? 

Mr. Miuusop. That was made along about May 

Senator Kerauver. And what percentage was that? 

Mr. Miutsop. We would have to calculate it. 

Senator Keravuver. Roughly, 5 percent? 

Mr. Mittsor. We will run it off and give it to you. 

Senator Kerauver. We would like to have it now. 

Mr. Mixusor. I think it was about 4 percent. If you want to hold 
up the hearing, we will get it for you. 

Senator Krerauver. So that there was an increase in tinplate, or 
2 or 3 increases, this year. 

Mr. Humpurey. The last increase was several months ago. 

Senator Krerauver. Yes. Now we were talking about the other 
costs relating to the price increase. We have had a difference of $2.85 
between the employ ment cost, according to your own figures, and the 
actual increase in the price of steel that you put into effect. We find 
it is not due to scrap, because scrap has declined. We want to try to 
get to just what does make up that $2.85. 

Mr. Humenrey. There are a great many things, Senator. There 
are a great detail of things that are required, that are purchased. 

In addition to that, there is the matter of the rate of operation 
that you anticipate that you are going to have, and all of the various 
things that enter into the difference between a profit and a loss. 

Senator Keravuver. I notice that one of your major products is 
tinplate. You have a capacity of 1,035,000 tons, according to the 
first of last year, in tinplate, electrolytic. In tin- and terne- plate, hot 
dipped, you have a capacity of 347,800 tons. You raised the price of 
tinplate in March. We find that on November 1, 1957, the price of 
tin on the average had fallen 11 percent under what it was on the 
average in 1956. The average in 1956 was $1.01 per pound, on 
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November 1 it was 90 cents a ton, so that your increased price could not 
be a result of an increase in the price of tin which, like scrap, has 
been going down 

Mr. Humpurey. You are talking about what prices have been and 
not what maybe they will be. 

Of course we are selling in the future and we are trying to estimate 
what we think our total costs, what they will look like as we go along 
over the next year or so in this business. 

Senator Kerauver. We are also talking about why you don’t re- 
duce the price of steel now. 

Mr. Humpurey. We are not contemplating the reduction of steel 
now at all. 

Senator Kerauver. Why not 4 

Mr. Humpnrey. Because we think that we are getting a fair price 
for it. We think we are getting a competitive price for it. 

We have had a substantial drop in our earnings, and we don’t pro- 
pose to still further reduce prices, until we have a better idea of 
where we are coming out. 

Senator Kerauver. Mr. Humphrey, we are talking about the prices 
you have to pay for scrap and tin, now. 

Mr. Humpurey. That is right, and we are going to sell our steel 
over the next several months. — 

Senator Krerauver. Prices have been going down for the past sev- 
eral months. Here in the American Metal Market is a projection of 
November 2, showing the scrap market is weak and declining. It 
refers to tin: prices one-half to five-eighths of a cent lower. They 
go on to say that they think the tendency y is going to continue. Let’s 
put this in the record so that it can be referred to. 

(The matter referred to may be found in the appendix on p. 1401.) 

Senator Krrauver. We are talking about the price of steel at the 
present time. If your forecast is that tin and scrap might go up 
sometime later, you can take care of that later on. That is, if you 
lowered your price and if your forecasts came true and these prices 
went up, you could make an adjustment at that time. We are talking 
about the present time. 

Mr. Humenrey. We have already had a reduction in the third quar- 
ter, and that is very real and we don’t need to guess about it. 

Senator Kerauver. You are talking about profits, not a reduction 
in prices. 

Mr. Humenrey. I am talking about our profits. And let me say 
right here, Senator—and I am sure you are very aware of this—that 
I should think that you as a Senator would be as interested as anybody 
in the United States in the maintenance of reasonable profits, and i in 
the maintenance of good jobs and good wages, because you are responsi- 
ble in a large measure for the finances of the United States. 

You are “voting for the expenditure of over $70 billion this year. 
You get that money, somewhere from $20 billion to $25 billion of it, 
from hi lf, from more than half of the profits of industry, and if the 
profits of ‘industry disappear, you won't get that money. You will 
lose more than half of whatever the profit is reduced. 

You get another very large amount of your money, somewhere from 
$35 billion to $40 billion a year, from wage earners, and if they don’t 
have jobs and if they don’t have good jobs and good paying jobs, you 
won’t get that $30 billion to $35 billion or $35 ‘billion to $40) billion,, 
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and if you don’t get those taxes, if you don’t get that amount of money, 
more than half of what is made in the steel business and in most 
other business, and about a quarter or maybe a little more of what 
everybody in this country earns, you won’t have the money with 
which to defend this country. 

You won’t have the money with which to pay the bills of this coun- 
try, with which to carry out your farm programs and your social- 
security programs and all of the other programs that you have adopted 
for the benefit of the American people, and you will have a very 
serious time of it, and it can happen, and a very serious time can 
happen, if profits and w ages and earnings and jobs rapidly decline. 

enator Kerauver. Mr. Humphrey, you are quite right that I should 
be and I am interested in all corporations making a reasonable profit, 
but what I am interested in also is the way in which they make the 
profit. We want them to make a large profit, but it is not my theor 
that it is good for the United States or for the Government, whic 
is a large buyer of steel, for these aonpetane to raise-prices to an 
extent where you lower your production from 98 to 80 percent, as you 
have done, particularly in the face of declining prices for what you 
have to buy to go into that steel, where the factual situation which we 
have at the present time shows a declining price of scrap and tin since 
the price increase was put into effect, and your declining production 
is going to result in unemployment, so that the Government is going 
to lose income from the workers. 

One result is that many people are not able to go on with construc- 
tion projects. It at least has some bearing on the reason for not going 
into construction projects. It limits the ability of the steel consuming 
industries generally to reduce prices. I think we would have a 
healthier situation if the steel industry would be satisfied with a rea- 
sonable profit and tried to make it by having high production and 
lower prices. That would be much healthier for the United States 
Government and for the economy, than increasing your prices and re- 
stricting your production which prevents the users of steel from in 
turn lowering their prices. 

Mr. Humpurey. Let me just talk about that for a minute. Let 
us just see exactly what this price advance, just what this situation 
means. Let us take our commodities. I cannot talk about other peo- 
ple’s. Let us just take ours. Let us take tinplate. Let us take a 
can, the cost of a can, which are in very general use and housewives 
and everybody is interested in them. 

If we had advanced the price of tinplate $6—we did not at this time, 
but if we had—here is what would have happened: The cost of 1,000 
cans would have gone up about $1, a little less than $1. Now, a family 
that uses 1,000 cans of canned goods in a year would have had an in- 
crease in their cost of living of about $1. The cost per can would be 
less than one-tenth of 1 cent. 

On a can of tomatoes that sells for from 15 to 30 cents or soup or 
any of these various things that you buy, the change in the cost of 
that article would have been less than one-tenth of 1 cent, and you 
could get about 1,000 of them at a cost of $1 for a whole year’s supply. 

Now, let us talk about the effect of another line of our business. Let 
us talk about what it means in the automobile business, the $6 on the 
cost of steel that goes into an automobile, the amount it went up. 
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What does that amount to in an automobile? In a finished automobile, 
when it is finished, there is perhaps a ton and a quarter of steel or 
something of that kind in an automobile. Now, to make that, they 
buy a ton and three-quarters or something of that sort. The differ- 
ence is scrap which goes back. So that the actual cost of an increase 
of steel in an automobile would be somewhere in the neighborhood of 
$8 to $12 a ton an automobile. 

Now, say that is an automobile that cost $4,000 or $3,000 or $2,500. 
I just cannot believe that if you were going to pay $2,500 to $4,000 
for a car, that the question of $8 or $12 1s going to be the determining 
factor as ‘to whether or not you will buy an: automobile. I do not think 
that will determine whether you buy the automobile or not. 

Those are our lines of business, and that is the effect on the public 
that we have in our lines from these changes in price. 

Senator Kerauver. Mr. Humphrey, we have, of course, been 
through this with Mr. Blough and with Mr. Homer. They made the 
same argument: that the cost of the steel that actually went into in- 
dividual products was rather sm: all. And we will call the automobile 
people, or we hope to have them in, to see oH what calculations they 
justify their price increase insofar as it is based upon the increase in 
the cost of steel. 

But the basic fact is that your increase in the price of steel on July 
1, 1957, amounted to $540 million direct cost to steel users, and your 
increase in 1956 amounted to about $700 million of direct cost to steel 
users. 

Then we find from examining the trade journals—and they have 
been put in the record—that these increases always pyramid up. 
Whereas the actual direct amount of steel might not be very great, 
amounts are added to it as they go along. Then, of course, there are 
the indirect effects. It costs more to buy the machinery to make the 
automobiles. It costs more to buy the buildings in which to house 
industries. 

You would not contend, Mr. Humphrey, that this increase in July 
of $540 million to the direct consumers was not inflationary; would 
you? 

Mr. Humrurey. Any increase, Senator—and I think I testified to 
this while I was still a bureaucrat—any increase is inflationary to 
some degree. Any increase in the price level, in price levels, does have 
some effect upon the depreciation of the dollar. It does have some 
effect upon the cost of living. I think that until increases which come 
all at once and become effective at once, until they can be leveled off 
through increased productivity and the dev elopment of increased pro- 
ductivity, I think they are temporarily inflationary. 

Now, as they can be leveled off through increased productivity, they 
gradually will be absorbed. It cannot be done all at once. 

Senator Kerauver. Mr. Humphrey, while you were here in the 
Government, as the chief architect of the fiscal policies of the Gov- 
ernment—you certainly were that, I think—your big effort was to do 
things that you thought would stop this inflation and to bring some 
deflation into the ec onomy. 

Now, you have gotten out of Government and here you are making 
a pretty good profit for your company. You have the lowest admin- 
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istrative costs. The prices of what you are buying—scrap and tin— 
are going down. Would not this be a good opportunity for you to put 
into effect what you were talking about when you were Secretary of 
the Treasury ? 

Mr. Humpnrey. I think that I have not changed my views one iota 
or my feelings about it one iota. I think that the maintenance of a 
strong economy in America is the first essential. It is more important 
than our military strength, because the military strength depends 
upon a strong economy. I think that we must do the things that will 
make the jobs and keep the jobs and keep the people employed and 
keep a strong economy in America; and that is done by increasin 
productivity, by keeping prosperous and by keeping wages in vibe 
shape and jobs plentiful in every. way that we can. 

Senator Kerauver. Mr. Humphrey, we congratulate you upon hav- 
ing a very efficient company in National Steel. In a report of Stand- 
ard & Poor’s, some very nice things are said about National Steel. 
It is said, for instance, that: 

The company’s operations are well integrated. A major portion of its coal 
and limestone needs is obtained from its own properties or affiliates. The com- 
pany owns extensive reserves of direct shipping grade iron ore in the Mesabi 


and also owns a 1314 percent interest in Iron Ore of Canada, from which it re- 
ceived 2 million tons of direct-shipping grade ore in 1956. 


It says further: 


National is the only major steel producer to show profits in every year since 
1929. Their sales have experienced strong growth, reflecting the company’s 
specialization in flat-rolled products, and the location of its plants close to large 
consuming areas. The latter factor has been particularly important in the case 
of the Detroit unit which serves the automobile industry. 

Dividends, paid in every year since organization, averaged 56 percent of earn- 
ings in the 5 years through 1956. 

So you have an economical operation, an efficient company, op- 
erating at low cost. Why would it not be in line with what you were 
working for as Secretary of the Treasury—that is, in bringing about 
deflation and lowering of prices—for you to pass on to the steel con- 
sumers the benefit of your better operation, your greater efficiency? 

Mr. Humpnrey. We do not know that we can at the present time, 
and we have no intention of making a move until we know what we 
can do. 

Senator Kerauver. What does that mean? You mean you will go 
right on 

Mr. Humpurey. I have explained to you a half a dozen times, Sen- 
ator, that our earnings in the third quarter are down. We have not 
had sufficient experience with the present situation to know whether 
we can get along on the basis of it or whether we cannot. Until we 
know what the effect of it is going to be, until we know a lot more 
about it than we do at the present time, we have no idea of making 
any changes. 

We cannot go up because our competition has set a limit on “up.” 
We might even consider that if we did not have a limit on it, but 
there is no use considering that because we cannot go up, and we cer- 
tainly are not going to go down. 
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Senator Krrauver. You cannot go up because your competition 
has set a ceiling, but you could go down and your competition would 
likely come down to your lower base; would it not? 

Mr. Humpnrey. it is not going to help the country or anyone else 
if we go down to a point where this industry does not make any 
money, and it will hurt the Government very seriously if that should 
occur. 

Senator Kerauver. What we were talking about was the difference 
between your price increase and your increases in costs following the 
wage increase. That difference is $2.85 per ton of steel. That is 
what we are talking about. 

Mr. Humenurey. That is not what I am talking about. What I am 
talking about is declining earnings. 

Senator Keravuver. Do you not think, Mr. Humphrey, that you 
would sell and produce more steel if you had your price down? 

Mr. Humpurey. I just explained to you I do not think we would, 
no, and I have just explained to you why. 

Senator Krerauver. Why not? 

Mr. Humpurey. I do not think that a dollar for a family for a 
whole year is going to have much effect on whether or not they will 
buy canned goods. 

Senator Keravuver. We are not talking about a few cents. We are 
talking about $540 million. 

Mr. Humpurey. I am talking about a dollar on a whole family’s 
cans for a year. I am talking about our business and what our busi- 
ness is, and I do not believe that the difference that we are talking 
about will affect the volume of steel in our lines of business. 

Senator Keravuver. But you are the largest producer of cold-rolled 
sheets in the United States, Mr. Humphrey. 

Mr. Humpnurey. That is right. 

Senator Keravuver. If you lowered your prices, other companies 
making cold-rolled sheets would lower theirs. 

Mr. Humpnrey. I do not know. 

Senator Keravver. I offer several exhibits for the record. 

(The tabulations referred to are as follows :) 


Cold-rolled sheets capacity, 10 largest companies, Jan. 1, 1957 











Rank and company Net tons Percent of 
industry 

eo cae d 2, 970, 000 15.4 

2. United States Steel. _ 2, 877, 160 14.9 

3. Bethelhem__.--_-__- 2, 712, 000 14.1 

cd. ktcbeehe 1, 696, 000 8.8 

I Tn 1, 650, 000 8.5 

INE Con eee ee 8 oe ae acetate 1, 392, 000 a2 

INE CUNO 5a. 5.5 Cscehne 44g Sasi ne eeankgiaweedondands 1, 168, 000 6.1 

S. vord....... pin diubiddt- edd oiaurkhnnne ad bknibntidinktoaspataiaaeidnaain. 872, 120 4.5 

SS SI ici cin ubmmdackbes dace datkbdeadaa ddtteheh isa 850, 000 4.4 

onsite nl cdauun asus wedi phaaieesneaun sot tercue eee 600, 000 3.1 
NE MUNA org 8 Soon. occ Soe eed oe daca pees. 2, 515, 300 13.0 
NN MUNN Lc an tthbdiidn wonia none adup ote neomsmekauine duatine cates | 19, 302, 580 100. 0 

| ! 








Source: Iron and Steel Works Directory, 1957. 
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Concentration of capacity for cold-rolled sheets in the Northeastern States, 
Jan, 1, 1957 








Rank and company Net tons Percent of 
industry 
| 

I i 2, 970, 000 18.9 
ip IE Se Ban og Bolen cau kph eet ecet us sacbbtcsl eee : S 2, 712, 000 17.2 
8 ARES SS ae eee eae aN Wii iste nk "ae ee SS 1, 696, 000 10.8 
I , PTD Z 1, 650, 000 10.5 
5. Jones & Laughlin.___- sso bid pee Sy ibd i 1, 168, 000 7.4 
I ec emaenis sa aa 1, 138, 900 7.2 
Wy Wee. SOLE scs. cee teet st cace 2 i, : 872, 120 5.5 
8. Youngstown___.._._- se biking obtuse — : bla <ctces 672, 000 4.3 
a : we ant cate aii lanteure 600, 000 3.8 
GT he. bd Ss ule cuneuenmaes DL ivtin s bathaatn tee oid d 420, 000 2.7 
Others (9 companies) __....._......___... Tae kadaiciiahine Aiaahe 1, 857, 300 11.7 
Industry total. -_-- Kesh n suse see bc kabs Scena <p acbniareeenean 15, 756, 320 100.0 





1 Includes Pittsburgh- Youngstown, Cleveland, Detroit, and eastern districts as listed by American Iron 
and Steel Institute. 


Source: Iron and Steel Works Directory, 1957. 


Mr. Humpurey. You see, Senator, there are two things you can do 
when a competitor of some size or a competitor of any size—there are 
two things you can do when he makes a price change. You are talk- 
ing about price reduction now. You can sit by and let him get all 
the business until he has filled up, and then you can come in at your 
price and take what is left. Or you can meet it and participate in 
the business as it goes along. 

Senator Keravuver. The first exhibit is taken from the Iron and 
Steel Works Directory. It shows that as of January 1, 1957, Na- 
tional Steel was first in the cold-rolled sheets capacity, 15.4 percent; 
United States Steel, second; Bethlehem, third; Armco, fourth. 

In the area where you operate, in the Northeastern States, accord- 
ing to the second exhibit, you are also the leader, with 18.9 percent of 
the industry; Bethlehem is second with 17.2 percent; and United 
States Steel is down at sixth. 

In this product in which you are the leader and in the part of the 
country where you operate, you have 18.9 percent as compared to 7.2 
percent for United States Steel. Yet you let United States Steel set 
your price. Why do you do that? 

Mr. Humenrey. Mr. Chairman, if you go back when I started in 
this business, we had less than a million tons of capacity. That 
‘apacity now is up to around 6 million, and by the end of the year it 
will be around 7 million tons of capacity. We had a comparatively 
few employees. Today we have 30,000 people or more working at 
good pay and high pay. If we had not run a successful business, if 
we had not tried to price ourselves in a way that would permit us to 
expand this business as we have, instead of having 30,000 to 40,000 
people working at high pay, instead of being at the head of this busi- 
ness, we would have been at the bottom of the list; and I do not think 
that would have been good for this country. 

I think that these people working at these good jobs, at this good 
pay, I think the expansion of these facilities, I think our ability to 
make this steel for the benefit of this whole country and to do it at 
reasonable prices and to have the pricing over the period such that 
steel during that whole period of the 35, nearly 40 years that I have 
been in this business—that steel during that whole period, and still is, 
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is the best commodity at the lowest price to do the jobs it is available 
for. 

Senator Kerauver. There is no argument about that, Mr. 
Humphrey. 

Mr. Humpurey. I think that is the kind of thing we ought to do, 
and that is why we will not change our prices now, so let us just let 
that one rest. 

Senator Keravuver. I think you have a good company. We com- 
pliment your company. But we were talking about cold-rolled sheets 
which is the type of steel that is closest to the consumer—a type of 
steel that goes directly into the automobile and the appliance 
industries. It has a direct effect upon the consumer, as distinguished 
from structural steel which goes into buildings and things of that 
sort. Cold-rolled sheets are just one step or two steps from the con- 
sumer. When you have 18.9 percent of the capacity and United 
States Steel has 7.2 in the Northeastern States, why do you do not fix 
the price and let somebody else follow, rather than just follow United 
States Steel, as you did and have done? That is what I am asking. 

Mr. Humpnrey. You might be quite despondent if we had. We 
might have fixed it higher. 

Senator Keravver. Why did you not fix it higher? Why do you 
follow ? 

Mr. Humpurey. We cannot fix it higher if they want to put this 

rice in. There is no way we can sell our commodity and get business 
if they will sell theirs and take less, unless we are willing to sit around 
and shut down and put these people out of work and sit there until 
they are sold out and then come in, and we do not propose to do that. 
We propose to keep competitive. 

Senator Keravver. Mr. Humphrey, if you reduced your price just 
a little bit you would get more business and you might get your pro- 
duction up and have more employment, would you not? 

Mr. Humpnrey. That is what you think. I do not think so. 

Senator Kerauver. Why not? 

Mr. Humpnurry. I have explained it. 

Senator Kerauver. Did you ever try it, Mr. Humphrey? 

Mr. Humpurey. Oh, yes. Our prices have gone up and down, Sen- 
ator, a number of times, a number of times. 

Senator Krerauver. When did you ever reduce the price of cold- 
rolled sheets under what United States Steel charged, or prior to 
their making their price change ? 

Mr. Humpnurey. Prices have fluctuated both up and down many 
times during my experience in this business. And it all depends, as 
I testified once before—when there is a shortage of materials, the 
customer fixes the price, because it is the customer who will bid the 
highest. The customer that will bid the highest for the commodity 
to get the commodity away from somebody else and buy it up, he is 
the fellow that fixes the price. 

When there is an abundance, it is the lowest-price seller who fixes 
the price. You have to meet the price of the lowest-priced man. 

So it just depends on what the times are and who fixes the price. 

Senator Krerauver. Then you do not put any credence in these 
stories that large construction projects in New York and the Soldiers’ 

Home, in Washington are not being built because of the increased 
cost, of which steel is a substantial part ? 
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Mr. Humpurey. I think increased costs, total increased costs, is 
having some effect; yes, I think so. 

Senator Kerauver. During lunch time, Mr. Humphrey, will you 
and your associates look through your records and find at any time 
where National Steel, which is the largest producer of cold-rolled 
sheets, took the initiative and made a price reduction below that of 
United States Steel ? 

Mr. Humpurey. That is of very recent origin, Mr. Chairman. For 
many years we were not the largest producer of cold-rolled sheets or 
anything like it. 

Senator Kerauver. Anyway, you are now, so will you look and see 
if at any time you took the initiative in lowering the price below 
United States Steel’s, that is, if you were the price leader in this part 
of the industry where you are the largest producer. 

This is not a small specialized product. Cold-rolled sheet consti- 
tutes 17 percent of the entire shipments of all carbon steel, so perhaps 
you will look that over during the noon recess. 

Senator Dirksen, I know, and Senator O’Mahoney, have some ques- 
tions to ask. Senator O’Mahoney said he wanted to ask one or two 
questions. 

Senator O’Manoney. Mr. Chairman, I understand that it was your 
intention to recess at 12:15. Would Mr. Humphrey be back this 
afternoon ? 

Mr. Humepnrey. Yes, I will. 

Senator O’Manoney. Then I will postpone asking my questions, if 
I may. I would much appreciate it if when we open the session 
this afternoon, I should be permitted to take up this subject of joint 
ownership. 

Senator Keravuver. Of course, if the witnesses have the information. 

Senator O’Manoney. I will give them a lot of information. 

Mr. Humpnurey. I will be very glad to do that, because I am very 
anxious to get away today, so I would be very glad to answer Senator 
O’Mahoney this afternoon immediately after lunch. 

Senator Keravuver. Did Senator Dirksen have any preliminary 
questions before that ? 

Senator Dirksen. No. I will withhold them. 

Senator Keravver. Very well. Senator O’Mahoney, we will recog- 
nize you first at 2 o’clock. 

We will stand in recess until then. 

(Whereupon, at 12:15 p. m., a recess was taken until 2 p. m.) 


AFTERNOON SESSION 


Senater Keravuver. I am advised that Senator Dirksen will be here 
very shortly, so we will get started. 

Before you start with your questions, Senator O’Mahoney, I had 
two exhibits which bear upon the subject matter we have been talk- 
ing about this morning which we will put into the record at this 


point. 
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(The tables referred to are as follows :) 


Shipments of cold-rolled sheet and strip to automotive and appliance industries, 
1956 


[Net tons] 





Cold-rolled | Cold-rolled 





sheet strip 
Total shipments to all industries Seiad binge eet oe 13, 098, 608 1, 318, 367 
Shipments to automotive industry : : ‘ Saiteew cords atime : 5, 908, 835 315, 683 
Percent of total shipments_______-_- be beckhuiialdddn eeeeede eden 45.1 24.0 
Shipments to appliance industry aaa se dik dapetantiieex Apaieaaeen tee 1, 392, 762 92, 746 
Percent of total stupmeante.. i... : 2-1 lk nc kis dietede 10. 6 7.0 
Shipments to automotive and appliance ICA 2 <= oe Sec ee 7, 301, 597 408, 429 
Percent of total shipments___ __- ; . 55.7 31.0 





Source: American Iron and Steel Institute, AIS-16. 


GENERAL SERVICES ADMINISTRATION, 
NATIONAL ARCHIVES AND RECORDS SERVICE, 
Washington, D. C., August 21, 1957. 
Dr. JoHN BLaIr, 
Antitrust and Monopoly Subcommittee, 
United States Senate, Washington, D.C. 

Dear Dr. Biarr: Your recent requests for various labor-cost data for the steel 
industry based on information in OPA records have been carefully considered by 
this Office. We find only 3 steel industry products for which average labor-cost 
figures can be furnished for the 2 groups of 4 companies each suggested by you 
without violating statutory restrictions on the disclosure of confidential busi- 
ness data. 

In the table below, group I consists of United States Steel, Bethlehem Steel, 
Republic Steel, and Jones & Laughlin Steel; group II consists of Inland Steel, 
National Steel, Armco, and Youngstown Sheet & Tube. Product A is hot-rolled 
bars; product B is hot-rolled sheets (18 gage and heavier) ; and product C is 
cold-rolled sheets. The averages are given in labor hours per net ton of product. 


Products 


Group I babies tas sigs hacen alee torent snp eelaciasae aad alatmeet eae 15.3 12.2 15.9 
Group IT__- un liriihds idbdecdudienspesoakmenadensaattd’ 12.7 “ne 14,4 








Sincerely yours, 
PavuL LEWINSON, 
Chief Archivist, Industrial Records Division. 


EXPLANATORY NOTE TO MAN-HouR REQUIREMENTS IN STEEL PRODUCTION 


The man-hour requirements for the three individual products used in this 
comparison were supplied to the subcommittee by the Archives of the United 
States from data submitted by integrated steel companies to the Office of Price 
Administration (OPA Form 674-530) for 1943. Labor requirements reported by 
these steel producers were defined as “all actual hours worked, beginning with 
labor in coke, including all labor up to and including this process but exclusive 
of labor in ore, coal, and stone.” The labor requirements as reported to the OPA 
are in terms of final product as the above definition notes. Thus, the man-hour 
requirements for cold-rolled sheets include all man-hours required for the produc- 
of pig iron, slabs and hot-rolled sheets utilized in the production of cold-rolled 
sheets. 
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Senator Kerauver. The table shows that in 1956 cold-rolled sheets 
shipments to all industry totaled 13 million pounds. Of that, 45.1 
percent went to the automobile industry and 10.6 percent to the ap- 
pliance industry, making a total of 55.7 percent to the automobile and 
the appliance industries. Of cold-rolled strip, 31 percent goes to the 
automobile and appliance industries. The point this bears upon is 
the closeness of cold-rolled sheet and cold-rolled strip to the products 
that consumers buy. 

The other exhibit is a special tabulation based on OPA records, 
of the number of man-hours that it takes to produce a ton of steel, 
from the reports filed by the steel companies during OPA days, whic h 
are now kept in the Archives. This compares the first four compa- 
nies with a second group of companies, and I think it is of interest to 
the record. 

Senator O’Mahoney ? 

Senator O’Manonery. Mr. Chairman, I rise because I want to be of 
service to the reporter representing Ward & Paul here today, who is 
without question one of the best reporters we have on the Hill. 

Mr. Humpurey. I found that out. 

Senator O’Manonry. He tells me that you cannot hear my voice 
because it goes into the vacuum here at the top of this desk, and it is 
only for that purpose, I want it understood, that I rise. 

I want to hand you, Mr. Reporter, an exhibit which I would like 
to have made part of the record. But so that all may be aware of 
what it is, let me read it. 

Senator Krerauver. That will be made a part of the record. 

(The tabulation is as follows:) 


Joint ventures in which National Steel Co. is affiliated with other iron and steel 


companies 
Percent 

Donner Hanna Coke Co.: ownership 

NE a a i liens i pth dies ei Sica sissiee sclankesuteads ae 

a i Neh hectares cris eee paastos ate maarenien ek sai icra ieee 50 
Economy Fuel & Supply Co. : 

National___-_- a a ea Ba tee stettiai te sedstaneteeS aa ails 5O 

NNN Sono ei oame = BE etiacenccics eicbaictnanceen a 4 50 
Hanna Ore Mining Co. : 

I ra aa os ec ee insu ven cine Penance iaanee ies 70 

Sa a pikes callah son cbtcan nc acrbsieiare minum wetiecieswaiies, “aE 

it esis teeta ee ee 15 
Iron Ore Company of Canada: 

eee a ee 13% 

a ill aaa di ais Sean sesaieeietansr cee acs 16% 

RW NI ce Doves hes be sire. sae tiakl. edna Sibi Sich dea SLAS ERED ES. eb dik dias “ 514 

ed od kh. csid. srrbtieumonda sth ord dmniigbe~nase—4uaniae 64 

Bis SARS ¢. cniniidcic buen bol. vibe lth. wd-badiiundes ate h—ins we fae 

MI caiecstsiss bis iiss cans blind + us eee Botnet BO oe 2 8 hin ieis 6% 

PIU RI isch sis erect a Rd a ioe thee hee et igs dened aele 20 
Iron Ore Transport Co. : 

eet etn atinnin bated Meethtel, debbie. x: dagtintaeohets i= dita ae bin agai hial 86 

NS ore sl Dh) . wtaiatsn sid isle histatldin~O + sei 344 eee LE ~ Se csReees 18 

NN Sie cei ht ct 1A ee tata tse acheigshn oh wigh b4iie ks | tdci ba biekeiea 18 
Mahoning Ore & Steel Co. : 

a tec cm wailed OR ard ee 7 

i a an eR a a ——— 

SERIES a eee ae ee a ee ey ae St 12 

a eases nia miane bet inaes On Roar af ieceete siacccines 6 

REE EE ee eee an oe 


I a cat rant 7 lah nalianuuhalapameenalaabts 3 


| ae OR NS Re ET A A Te Ne EES a TSR EY ee mnt RR TS RE RR REET Oe TIS 
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Joint ventures in which National Steel Co. is affiliated with other iron and steel 
companies—Continued 


Percent 

Mathies Coal Co. : ownership 

i I ars cect a i rs a ce Ag rae ec 3314 

IO oe arte 0 ree ek we Shee reek Sn in eee eed 20 

Steel Company of Canada... <3 dS Lee (*) 
Mesaba-Cliffs Mining Co. : 

Pr dE eed a8 tne « batons oh eto alent eee eh 

I Oe cain an eects tej nn ae pp aro gs en eee eas om 2 

NE a Me ne oc ite pores th arin ging Rh ene wo Bag nae ordi tian het tas eater 14, 2 

ome Ge Lawetims ss LOL eee 11.7 

OOM oi 7S i a ei ee ee 15.2 

OS iS a cite hl a sie ee la i Ie le (*) 
Ore Transport, Ine. : 

OTR eins xe ee rr ene SE LE as as 3 Ee SY a 36 

RLS a ea een ee ae 18 

RIND echo tit Lisa tis DSc rt en selsy je pi SEE ee BS eh Bed 18 
Presque Isle Corp: 

National______ Siecle icing descent i sgpcdhs aged hia igloo Remain asilanicas se ee ie ean = ae 

Bethlehem --_-___----~- oe a dS cats a al a i ac at eae ee 

Peep S ohh seeleli oil oe eee ir ed $65.2 FER 35 

Cert fe LARS 56 ood og ie ed ge yp ae des elena 121% 

se MI eg aa cern ae Eo ee en ee 20 
Richmond Iron Co. : 

Fe eee ee ae ee ee eee et eae 6634 

MemieO tt SL) ee eet ed tei seth eet 6 aii s 3314 
Susquehanna Ore Co.: 

ah ta 5G Rtv a tl nian plein cc ain Aaa chee tac aati ae 25 

5 las Sh cahas.cn inch pncssenmneinmesni i plemcnionaty weit esa sl a isa igs aa te a 25 

meena. Sl Ue Lesh oo pl Sod elo Ue A Ok 50 


1 Not available. 


Source: Standard & Poor’s Corporation Records. SEC registration statements. Com- 
pany reports. 


Senator O’Manonry. This was drawn from Standard & Poor’s 
and from SEC registration statements and company reports. It pur- 
ports to be a te able showi ing joint ventures in which National Steel Co. 
is affiliated with other iron and steel companies. 

The first is Donner Hanna Coke Co., 50 percent owned by National, 
50 percent by Republic Steel. 

Economy Fuel & Supply Co., 50 percent owned by National, 50 per- 
cent by Republic Steel. 

Hanna Ore Mining Co., 70 percent owned by National, 15 percent 
by Armco, 15 percent by Wheeling. 

Iron Ore Company of Canada, 1314 percent owned by National, 

1624 percent owned by Republic, 514 percent by Wheeling, 624 per- 
cent by Youngstown, 18 percent by M. A. Hanna, 624 percent by 
Armco, 20 percent by Pittsburgh. 

Iron Ore Transport Co., 36. percent owned by National, 18 percent 
by Armco, 18 percent by Youngstown. 

Mahoning—note the pronunciation, Mr. Chairman—Ore & Steel 
Co., 7 percent, National; 51 percent, Bethlehem; 12 percent by 
Youngstown; 6 percent by Republic; 21 percent by United States 
Steel ; 3 percent by Shenango Furnace. 

Mathies Coal Co., 3314 percent, National; 20 percent, Youngstown. 
The Steel Company of Canada is also an owner, but the exact per- 
centage was not available. 
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Mesaba-Cliffs Mining Co., ownership of National not available. 
Cleveland Cliffs, 32.2 percent; Inland, 14.2 percent; Jones & Laugh- 
lin, 11.7 percent; Wheeling, 15.2 percent; Pittsburgh, not available, 

Ore Transport, Inc., National, 36 percent; Armco, 18 percent; 
Youngstown, 18 percent. 

Presque Isle Corp., 20 percent; National, 121% a! Bethlehem, 
35 percent; Republic, 1214 percent; Jones & Laughlin, 20 percent. 

Richmond Iron Co., National, 6624 percent; Armco, 3314 percent. 

Susquehanna Ore Co., National, 25 percent; Inland, 25 percent; 
Republic, 50 percent. 

ut of my high respect for the ability and frankness of Mr. 
Humphrey, I felt it desirable to ask a few questions which this list 
inspires. 

Last March, Mr. Blough, chairman of United States Steel, talking 
to the Economic Club of Chicago, declared that the time had come 
when big business in the United States has to be bigger and that it is 
necessary for big business, in the public interest, to engage in these 
joint-ownership ventures by which numerous corporations which are 
engaged in a particular industry acquire the ownership, with several 
of their competitors, in the production of the raw material which they 
need. He cited as an example, the situation in the Middle East, which 
was developed at the hearings of this committee when it was studying 
the oil problem. 

In the Middle East, an American company, which is an American 
corporation, holds a concession from Saudia Arabia. Aranco is 
owned 30 percent by Standard of California, 30 percent by Texaco, 30 
ase by Standard of New Jersey, and 10 percent by Socony 

acuum. The Aramco Co. engages solely in the production of oil 
and it sells that oil only to the four owners. The four owners do 
not want the product of Aramco to be sold in Europe. 

In addition to that fact, it happens that at the present time, the 
Government of Saudia Arabia has expressed a desire that Aramco 
should become an integrated company, that is to say, that it should 
not only produce oil, but should refine it, should transport it by 
pipeline and by tanker, and should distribute it even to the last dis- 
tribution point, namely, the filling station. The four owners of 
Aramco, I am given to maker object to that integration, and 
the problem has not yet been settled. Obviously, it is a problem, the 
settlement of which will affect the whole world, and will affect the 
foreign relations of the United States. 

But if it be true that this is the pattern of industrial partnership 
operations in which the people of the United States will find them- 
selves enmeshed, it is important that the Congress should have a clear 
understanding from a man of clear mind as to just how this pattern 
will affect the basic concept of free enterprise and competition. 

The list of companies which I have read, I think you will agree, 
Mr. Humphrey, is a list of companies engaged in the production of 
ore needed by all companies engaged in steel and iron manufacturing. 

Am I right? 

Mr. Humpnrey. Ore, coke, and limestone. 

Senator O’Manoney. Ore, coke, and limestone, the raw materials 
of the steel industry, to be exact. 
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Here we have the first two in which National and Republic Steel 
are half-and-half owners, first of Donner Hanna Coke Co., second 
of Economy Fuel & Supply Co. 

Does Donner Hanna Coke Co. have the authority to sell to any- 
body but the owners ? 

Mr. Humpurey. Maybe, Senator, I could help to clear this up just 
a little and make it a little bit easier. 

Senator O’Manoney. Certainly. 

Mr. Humpurey. If I explained a little bit about how these came 
about and what happned, and so forth. 

Senator O’Manoney. I think just how it happened, that would be 
interesting. 

Mr. Humpnurey. It so happens I have been associated with each of 
these companies, so I can tell you about all of them and in many cases 
it was years ago. 

The Donner Hanna Coke Co. was formed in the fall, I believe it 
was, of 1916. At that time, the Donner Steel Co. had a small steel 

lant in Buffalo, and the Hanna Furnace Co. had 4 furnaces, small 
blast furnaces, at what was called the Susquehanna plant in Buffalo, 
and 3 little furnaces, that have since been abandoned, at what was 
called the Buffalo union plant in Buffalo. 

It was during the war and coke was very scarce, it was very difficult 
to get. Coke was previously bought from behive coke ovens and 
bought down in Pennsylvania and bought from beehive coke ovens 
and taken up to Buffalo at a high freight rate. 

Mr. Donner came over one time and said he would like to join with 
us, who was then Hanna, Hanna Furnace. And this was long before 
there was a National Steel, or a Republic Steel, as they are known 
today. And he said he would like to join in the building of some 
byproduct ovens there in Buffalo; and that to get an efficient opera- 
tion of the byproduct ovens, neither the small blast furnaces that we 
had nor the two small blast furnaces that he had could support it. 
So he suggested that we join together and build some byproduct 
ovensthere. Wedid that during the war. 

Toluol was a very important thing in the First World War, and 
we made toluol in these seabaeehie ovens and we got coke, byproduct 
coke, which was superior to the beehive coke that we had difficulty 
getting. We could get the coal and so we had coke for the blast 
furnaces and made toluol and other byproducts that were sold. 

That went on as a joint enterprise, each taking half of the produc- 
tion at cost out of these ovens, and it has been going on ever since. 

Now, as time went on, the Buffalo furnaces of Hanna, when Na- 
tional was formed, went into National Steel, and that was 10 or 12 

ears later. And 15 years later, after the formation of the company, 

epublic was formed, and Republic took over the Donner Steel Co., 
so they owned a half and ever since then National has had half and 
Republic has had half and we each use it, half of the production, for 
the blast furnaces that each of us have and operate in Buffalo. 

Senator O’Manoney. And youstill each get it at cost ? 

Mr. Humeurey. Each get half at cost, that is correct. 
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Now, in the making of coke, there are some sizes that are neces- 
sarily made that are not adaptable to blast furnace use. They are 
used either for boiler fuel or for house use or something of that kind, 
And those sizes that are not available for use in the blast furnace in 
the steel plants have to be sold. 

So the Economy Fuel Co. is a little selling company. It has, I 
have forgotten what, very small capital and nothing but some trucks 
and some yards, a screening plant, I think, and it “sells the sizes of 
coke that go into domestic or industrial use that cannot be used in 
the blast furnaces. 

Now, that is the explanation of that. 

Senator O’Manoney. Let me ask the same question about Economy 
Fuel. Do I understand that company, to be engaged in the selling of 
coke which is not available because of size for the blast furnaces? 

Mr. Humpnurey. That is right. 

Senator O’Manonry. Is that coke which Economy sells available 
to any purchaser in the market ? 

Mr. Humpurey. Any purchaser in the market. 

Senator O’Manonry. It has no limitation upon sale? 

Mr. Humpurry. Indeed not. They solicit business, they have a 
sales force soliciting business, and try to market it, and any gain that 
is made from a disposition of that coke to others is deducted from the 
cost, it is a return of the reduced cost of the furnace coke. 

Senator O’Manonry. As I understand the situation in relation to 
Donner Hanna Coke Co., National and Republic each take 50 percent 
of the output ? 

Mr. Humenurry. All they can use. 

Senator O’Manonry. All that they can use / 

Mr. Humenrey. Of the output. It is about 90 percent of the out- 
put. 

Senator O’Manonry. But what they cannot use is the small coke? 

Mr. Humenrey. That is right. 

Senator O’Manoney. Which issold by Economy Fuel & Supply Co. : 
and in this instance, National and Republic Steel are each satisfied 
to share whatever profits may be gained by each kind of fuel? 

Mr. Humpnrey. That is correct. 

Senator O’Manoney. There are no other stockholders ? 

Mr. Humpurey. No other stockholders. 

Senator O’Manoney. All right. 

Mr. Humpurey. And the reason for the enterprise was that neither 
one alone could afford to use the entire product of an efficient plant at 
the time it was started, and it is just carried on since I think it 
was along about Thanksgiving time in 1916, as I recall it, somewhat 
back there that this began. 

The next one, Hanna Ore Mining Co., as I recall it, and I will have 
to correct these dates later, but they will illustrate 

Senator O’Manoney. Surely. 

Mr. Humpnrey. I think it was 1915. The Great Northern Railroad 
had, under the decree of the court, the Great Northern Railroad had 
a number of iron-ore properties up on the Mesabi Range and it had to, 
it was decreed by the court that they should be disposed of by the 
railroad. 

Senator O’Manoney. That was an antitrust suit? 
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Mr. Humrnery. That was an antitrust suit, back in, I think it 
was, 1906 or 1907, around there, and it came to a conclusion in about 
1914, as I recall it. And a number of these mines had to be sold. 

Well, various people took some interests in these mines, and there 
were about at that time, there were about a half a dozen iron ore 
mines that they had which it was desirable for somebody to buy, to 
use the iron ore, and that was offer ed—the mines were offered for sale, 
The mines did not produce, any of them, the exact kind and mixture 
of ore that was required in sufficient quantity for any one person to use 
it. 

So we gathered together this group of partners who went in and 
joined with us, and we purchased these 6 or 8 mines at that time in 
the Hanna Ore Mining Co. 

Senator O’Manonry. May I comment here that this situation was 
the result of a decision of the Supreme Court in an antitrust case 
which held that it was in violation of law for a railroad, the Great 
Northern, to own the iron mines, and ordered a divestiture. 

Mr. Humpurey. Well, that preceded it. The immediate cause— 
or disposition—was this: the immediate cause was that the steel cor- 
poration had a lease on the iron ore properties of the Great North- 
ern Railroad and that lease had a termination date, a revision date. 
1 believe it was January 1, 1913 or 1914. And when this revision 
date came up, they and the railroad could not agree on the terms and 
the lease was canceled. 

The railroad undertook to market the iron ore. The iron ore was 
turned back to the hands of the railroad and they undertook to market 
the iron ore themselves, and they found in a few years they could 
not do it. It was too complicated a business and it did not fit in with 
their business, and they offered it for sale and we offered to buy it 
and a number of other properties and eventually all of the Great 
Northern’s properties were disposed of. 

Now, I want to explain just a little bit about the iron ore busi- 
ness. You will have to get just a little bit of that. 

Senator O’Manonry. Well, first, if I may 

Mr. Humpurey. Iron ore is a 

Senator O’Manonry. May I point out, first, Mr. Humphrey, in 
this case, the Hanna Ore Mining Co., 70 percent is owned by National 
15 percent by Armco, and Wheeling owns 15 percent, also. 

Mr. Humeurey. That is at the present time. There have been 
many changes of ownership. I think at the time we started there 
were 7 different owners, and they bought—interests have been bought 
and sold a number of times over the——you see, that is 40 years that 
this company has been in existence. 

Senator O’Manonery. Oh, yes, my question 

Mr. Humeurey. And there have been a number of changes back and 
forth. 

Senator O’Manoney. But my question is: Does Hanna Ore Min- 
ing Co. sell its product to any purchaser except the three owners? 

Mr. Humpnrey. No,no,no. It is for the three owners. 

Senator O’Manonery. For the three owners. ‘Thank you. 

Mr. Humpenrey. Yes. Now, the reason there are 3 owners instead 
of 1 is this: In making pig iron, the smelting of iron ore and making 
it into metal, it is really a chemical process, a chemical reaction that 
takes place at a very high temperature in a blast furnace. And the 
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chemistry, the chemical analysis of the things that go into the blast 
furnace has to be very exact. 

For instance, the iron in the ore is figured in percents and it goes 
up to as high as from 50 to even to 60 percent, which is extremely 
i ener pure is around 77 or 78 percent. 

hosphorus, on the other hand, is figured in thousandths of 1 per- 
cent. 

Silica figures in tenths of a percent. 

Manganese and magnesium are figured in hundredths of a per cent, 
and when iron ore is charged into a blast furnace, the burden that 
7 put into the furnace has to be made of a mixture of various kinds 
of ore. 

No mine produces an ore, there is no mine in the world that pro- 
duces an ore that you can just put into a blast furnace and make 
metal. You have to get various mixtures of various kinds to get 
exactly the right chemical analysis of the burden that goes into the 
furnace, and that has to be measured with a chemical analysis of the 
coal that goes into the coke and the coke that goes into the furnace, 
so that you have a chemical analysis of materials that is figured in 
all the way from percent to thousandths of a percent to get the right 
mixture to make a kind of steel that you can use for a particular 
purpose, and if you want to make steel for fender stock in an auto- 
mobile, it is one kind of an analysis; and if you want to make it for 
piling or for concrete bars, it is another kind of an analysis. 

So what you have to do, what has grown up in the business, be- 
cause of that, and because of the necessity for having various kinds 
and qualities to mix to accomplish these results, different companies 
have participated in ownership of various mining properties, so that 
each can get some of each kind, and in that way they can make up 
the proper analysis to carry on their business. 

If they just had a single ert it would not work. They could 
not make steel that was required. 

Now, that particular company, the Hanna Ore Mining Co., all 
these years, these 40 years, has sold its product to its owners, and its 
owners are under contract to buy its product on a basis, on a tonnage 
which the owners fix each year, the volume they fix each year, and 
they pay the current, then current, market price for that ore to the 
Hanna Ore Mining Co. 

Senator O’Manonry. The contract requires the payment of the 
then current market price? 

Mr. Humpnurey. Market price; that is correct. 

Now, in that company then, that company makes a profit in good 
years, and either makes a loss or breaks even in poorer years, and it, 
over a period of years, has made more profit than losses, and it has 
paid dividends back to its stockholders, which the stockholders can 
take into account in the reduction of their costs or as a credit to 
their earning account. 

Senator O’Manoney. And the stockholders are these three com- 
panies ? 

Mr. Humpurey. At the present those three companies. 

Now, the next company is the Iron Ore Company of Canada. I 
will just skip that a minute because I will come back to that. It is 
a little bit different. 
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And the Transport Co. is the same, and I will go to the “O’Mahon- 

ing” Ore & Steel Co. 
enator O’Manoney. Please drop the “O.” 

Mr. Humrurey. Now the—— 

Senator O’Manonry. The man who started that was mixed up in 
some way. [ Laughter. | 

Senator Krrauver. Do you want the record to show that he is no 
relation to you, Senator ? 

Senator O’Manonry. I have not looked it up yet. 

Mr. Humpurey. It is a very good company to be related to; it is 
all right. You won’t be ashamed of it. 

That was formed way back in, I think, about 1901 or 1902, and 
at that time the Mesabi Range was discovered and developed in the 
nineties, and one of the very early properties that was discovered 
on the Mesabi Range in the early nineties was a property that is 
known as the Mahoning Mine. It is a large body of ore. 

At that time that ore was so fine in physical quality they could 
not keep it in a blast furnace—to keep it in a blast furnace you not 
only have to have a chemical analysis that is proper, but you have to 
have a physical structure so that you put a lot of wind pressure 
on a blast furnace, and if it is too fine, it will blow out the top, and 
this ore was so fine that they had a great deal of difficulty in the early 
days in getting anybody to use it. 

It was owned by various people in various ways, and finally, be- 
cause it was found way back in the early 19)0’s, it was found that 
the only way they could get this ore used was to get small amounts 
used by several people, and the company was finally purchased by a 
group of what were then small blast furnace companies. They were 
not steel companies or comparatively few of them were in those 
days. 

They were blast furnace companies, and that has persisted ever 
since, and there have been many, many changes in the ownership 
in that. 

Now, that. company all these years has sold its ore to its customers 
at cost. 

Senator O’Manoney. To its owners? 

Mr. Humeurey. To its owners at cost. 

Senator O’Manonery. In other words, its owners were its only 
customers ¢ 

Mr. Humpurey. Now, some of those owners have used the ore them- 
selves, and some of them have sold the ore. 

The Hanna Co. for a great many years sold tonnages of that ore 
because of its character which was such that nobody could use very 
much of it at the time, and the blast furnace art was just progressing 
to use these finer ores on the Mesabi, and it had to be sold in relatively 
little pieces, and the Hanna Co. sold a lot of it in small pieces wherever 
it could be sold. 

Senator O’Manoney. Is the Hanna Co. one of the owners or is it 
National ? 

Mr. Humenrey. Well, it was the Hanna Co. at that time 

Senator O’Manonry. Yes. 

Mr. Humpnrey (continuing). For many years. 

You see, from 1902 or 1903, when the company was formed, until 
1929, it was the Hanna Co., and then that interest was put into 
National Steel at the time National Steel was formed. 
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Senator O’Manonry. Yes. 

Mr. Humpnurey. Now, Mesabi Cliffs Mining is the same kind of a 
thing: 

Senator O’Manonry. You are going to the next one? 

Mr. Humpurey. I will.come back to the Mathies Coal Co., and 
I will explain that. Mathies Coal is a coal company. 

Senator O’Manoney. I was going to ask you—— 

Mr. Humeurey. I will go right to it now. Mathies Coal 

Senator O’Manonery. Before you deal with that, I wanted to ask 
you this question about Mahoning Ore & Steel Co. 

Mr. Humpnurery. Yes. 

Senator O’Manoney. I observe that Bethlehem owns 51 percent of 
the stock of that company. United States Steel owns 21 percent; 
Youngstown, 12; National, 7; Republic, 6; and Shenango Furnace, 3. 

How do these owners decide among themselves about the price of 
the coal or does Bethlehem by 

Mr. Humpnurey. Price has nothing to do with it. 

Senator O’Manoney (continuing). By majority ownership run that 
company ¢ 

Mr. Humpnurey. That company, price is not involved. That com- 
pany isacostcompany. They are billed at the cost of the ore for the 
year involved, whatever they take. 

Senator O’Manoney. They are billed at the cost ? 

Mr. Humpnrey, At cost. That is not a price— 

Senator O’Manoney. To their owners ¢ 

Mr. Humpnurey. That is correct. Then the owner can sell it to do 
whatever he wants with it. He can use it or sell it or do whatever 
he wants. 

Senator O°"Manoney. And that billing at cost goes for all of them 
without exception / 

Mr. Humpnery. That is correct. 

Senator O’Manonry. Bethlehem has no preferred position ? 

Mr. Humpnrey. No. It takes at the same costs as everybody else. 

Senator O’Manonry. Is that governed by contract or is it gov- 
erned—— 

Mr. Humrnrey. As tothe method? Oh, no, it is governed by con- 
tract as to the method to be pursued. 

Senator O’Manoney. It is governed by contract ? 

Mr. Humpnurey. That is correct. 

Senator O’Manonry. Are these contracts made for a short or a long 
period ? 

Mr. Houmenrey. Well, I really cannot tell you that. I have for- 
gotten. It has always been the practice with this company, and I think 
the contract is renewed from time to time. Bethlehem—— 

Senator O’Manoney. You do not recall any disagreement among 
the owners as to the manner 














Mr. Humpurey. The method? No, there never has been. It is a 
matter of getting it at costs, and the owners can do what they want 
to do with it afterwards. These owners got their interests in all sorts 
of ways. 

There are very few of them that have the same, and most of them 
came through acquisitions of other properties, blast furnace prop- 
erties or something of that kind. 
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Bethlehem’s interest all came through, they got Worth Bros. at 
one time, and they got Midvale Steel & Ordnance at another time, and 
I think Midvale had more than anyone else. 

While the steel corporation is, as I recall it—the steel corporation 
is the only present holder that was one of the original holders when 
it started out way back in the early 1900’s. 

The rest of them have all come about either through purchase— 
Shenango, for instance, bought theirs, a small amount, when some- 
body had some for sale, and it has varied back and forth, 

There have been several owners, and they mostly have gotten it, as 
I say, through acquisition of a blast furnace or a steel mill some- 
where. 

Now, the Mathies Coal Co., the missing link there in your percen- 
tages is the—by the way, I just want to say—the missing link there is 
the P ittsburgh Consolidation Coal Co. which owns one- third. 

That company is owned one-third by Pittsburgh Consolidation 
Coal, one-third by National, and one-third by a combination of 
Youngstown Sheet & Tube and the Steel Company of Canada; and 
I do not think they are equal, as I recall it. One owns 20 percent, 
and one 1314 or something of that kind. 

Now, what happened there is this: The Pittsburgh Coal Co. owned 
a large tract of coking coal down in Pennsylvania on the river. This 
tract of coal was not opened, it should be opened, if it could be, in 
order to get into production a few years ago. 

There was an adjoining piece of property that was open, that was 
called the Mathies mine. That had quite an extensive development 
in it, and to get to this coal, this particular large tract of coal, we 
had to drive an underground passageway for seve ral miles. ‘That was 
a large and a heavy expense, and it took a large amount of money to 
build the tipple and the facilities, and to equip, make a modern, thor- 
oughly modern, mine out of it, a good many million dollars. With 
that kind of an expenditure it meant that there had to be a pretty 
steady kind of a production in view. 

You could not just open it and go on the coal market and take your 
chances of going up and down or of havi ing somebody, a prospective 
customer, buy his own coal, and so that there would be no coal for it. 
So that it was proposed by the then owner, which was the Pittsburgh 
Consolidation Coal Co., who had put a lot of money in this to begin 
to get it started, they approached these 2, 3 steel companies who were 
users of this coal and could use, again, not all of this coal, because coal 
is like iron ore. 

There, to get a suitable coke to go into the blast furnace, it has to 
be of an analysis, chemical analysis, which, again, is measured in 
percents and in hundredths of a percent. 

If you get sulfur, for instance, it is measured in tenths of a percent, 
and a few extra tenths, and it is absolutely valueless for use; a few 
tenths down and it is perfectly satisfactory. So this was coal that 
could be used to some extent, not wholly, but to a partial extent, by 
several people, and we went to the people that could use it, and this 
company was formed under which the Pittsburgh Consolidation Coal 
Co. sold the entryways, and the surface, and leased this tract of land 
to this Mathies Coal Co. of which the stockholders were the steel 
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companies, these 3 or 4 steel companies—well, it is 3 steel companies— 
and the Pittsburgh Consolidation retained a one-third interest in the 
stock of the company. 

Now, that coal is sold at the then current market price of the coal 
to these people, and they can either use it or sell it as they chose. 

The Pittsburgh Consolidation Coal Co. from time to time sells, may 
sell, it to a partner or it may sell its coal to anybody else, and this 
coal has been sold and is, I do not know right at the moment whether 
it is being sold to somebody else or not, but it is on and off the market 
from time to time in amounts that can be disposed of by the Pitts- 
burgh Consolidation Coal Co. for its share. 

Now, Mesabi Cliffs Mining Co. is a company that was formed back 
just about the same time. It also has some of the Great Northern Co.’s 
iron-ore properties, and it is equivalent to the Hanna Ore Mining 
Co. It isthe same kind of a company and operates in about the same 
way. 

The Ore Transport Co., I will come back to that in a minute. 

Presque Isle Corp. is a limestone property up in Michigan that ships 
limestone by lake. Again limestone is of the same thing, because 
it goes in a blast furnace and it has to be of special and careful 
analysis, and to get quantities of the right kind and not too much, 
these companies participate in a joint ownership of the operation of a 
pit to dig limestone, and again it is done because you get a better 
and a cheaper operation with a larger volume, which is available for 
a number of people and not for—and would not be for any one of 
them. 

I do not think any one of these people could afford to run a property 
for themselves. The volume would not be big enough. They do not 
use enough of it to have a decent operation of a big limestone deposit. 

Now, the Richmond Iron Co. is a little, a very small, company up in 
Michigan that produces a special grade of high silica iron ore that 
is used for making silvery pig iron, and it is a very small amount, 
and these 2 companies make a little silvery, or did, and I think for the 
last 15 or 20 years Armco’s ore is also available for sale. They went out 
of the silvery business, and they have theirs for sale. National sells 
some and buys and uses a little. The Susquehanna Ore Co. is a com- 
pany that was formed 

Senator O’Manonry. Which company are you speaking about now? 

Mr. Humpurey. On the second page, Susquehanna Ore. That is 
another company 
‘ oer O’Manonry. Did I understand you to speak of a Presque 

sle? 

Mr. Humpnrey. What isthat? Presque Isle is a limestone property. 

Senator O’Manonry. But you spoke of Armco in connection with 
that or was I in error ? 

Mr. Humpnrey. What was that? 

Senator O’Manonry. I thought you spoke of Armco as being one 
of the owners. 

Mr. Humpnrey. Not of Presque Isle. No; I was talking of Armco. 
I had skipped over to Richmond Iron, which is a little high-silica 
property 











Senator O’Manonry. Yes. 
Mr. Humpnrey (continuing). That is used for silvery iron, and 
there is very little of it, and it is pretty near extinct. The product 
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silvery iron, there is not much of it used anymore. It used to be 
made, but not very much now. ni 

The Susquehanna Ore Co. is about like the Hanna Ore Mining Co., 
and the Mesabi Cliffs. It is a single mine on the Mesabi Range that 
runs fairly low in iron, and you can only use about so much of it. 

It is a little fine in structure, and nobody can use large amounts of 
it, so it is divided up in this kind of a way. 

It was a mine that was acquired at the time of the receivership 
of the Rogers Brown Iron Co. in Buffalo about 1926, as I recall it. 
In 1925 or 1926 they went into receivership, and this mine was bought 
from the receivers by these people, and they have had it ever since. 
It is near exhaustion; it is pretty well exhausted, and has got only a 
few years left. 

Now, I will go to the Iron Ore Company of Canada, which is illus- 
trative of a little different development in the iron-ore business. 

The Mesabi Range, the high-grade direct-shipping ore, which is 
what you bale out with a steam shovel and load, open-pit ore, which 
has seen this country through two wars and through all of the great 
bulk of the steel that has been made from iron ore from the Mesabi 
Range up until comparatively recently, still is dominant, but it is 
somewhat declining on this direct-shipping open-pit ore. 

As that began to decline in total, and as the demand for ore in- 
creased, as it has with the expansion of the steel business, of course, 
the demand for iron ore, the necessities for iron ore, have grown very 
greatly, and people began to look around to see where their long fu- 
ture was coming from because you were getting huge investments in 
steel plants in this country, and in steel production and, of course, 
they would be valueless unless they had iron ore that was available 
to them with reasonable transportation. 

Soa good many people started out looking to see where they could— 
what they could do to augment this supply for the long future, and 
to keep the country supplied with this very vital raw material. 

The search took place in two ways: One search related to the bene- 
ficiation of the lower-grade materials that were on the Mesabi Range 
or in Minnesota or in Michigan. 

The difference between iron ore and rock with some iron in it is the 
percentage of iron that is contained in the rock. 

If the iron is high enough to be useful in and of itself then it is ore. 
If the iron in it is so low that it cannot be useful in and of itself, then 
it is rock with quite a lot of iron in it. 

That can vary all the way from as low—commercially now as low— 
as 25 or 26 percent iron up to as high, say, as 50 to 60 percent iron. 

When it is 50 to 60 percent iron that is direct-shipping ore that can 
go right into the blast furnace without further preparation except 
physical preparation. But when it is lower than that, when it is in 
40 or 35 or 30 or 25 percent iron then something has to be done to get 
rid of the silica to make it available to use in a furnace. 

So one of the methods of investigation related to finding ways of 
raising up, of improving, by beneficiation through physical means or 
chemical means or some other means, to eliminate rock, and raise up 
the percentage of iron in the product that is shipped for use in the 
furnace. 

That took two ways: One was a purely physical process; washing 
and concentrating and various kinds of gravity processes; and the 
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second was a process which was slowly developed and very expensive 
to put in, and that is to take what they call taconite, which is a rock 
that can run anywhere from 25 to 32 or 33 percent or something of 
that kind, maybe as high as 35, although not much of it, in iron, and 
grind that down to as fine as face powder. They grind it to two- hun- 
dredths mesh, something of that kind. It is just like face powder; 
and then having ground it down that low, it can be electrically sepa- 
rated, the silica from the ore, and you finally get a concentrate. 

The silica is thrown av yay. Itis high in dust, and it is thrown away, 
and the concentrate of the iron in this dust form is collected as a con- 
centrate, and that will run up as high as 60 percent or maybe 61 or 62 
percent in iron, having thrown the silica out. 

Then that very fine powder that runs that high in iron is put in the 
furnaces, and it is concentrated into a sinter or a nodule or a solid 
form of some kind which can be handled and shipped. 

That process is now in commercial operation; it has been for 20 

years. The process was originally developed by the Minnesota School 
of Mines and some professors there, and gradually the process has 
been improved and improved mechanically over 20 years of operation, 
There are now two different companies ‘involved in processing this 
taconite, and most of the rest of the iron ore is processed in one way 
or the other, but not as extensively as this. 
Now, to make this these two operations have somewhere from two to 
three hundred million dollars each invested in them to put in the 
plants, to put in the necessary facilities, and all that is required to 
high grade this ore and to make this rock into usable form. 

Tt is a very expensive process, and it takes a tremendous capital. 
You cannot use all of this sinter or all of these nodules. You have 
to mix it with other things, and no one person could have it, could 
afford to have a plant, nobody uses enough to have the mix go with 
other things, so that again, because of the huge amount of money 
involved, and because of the amount that can be used by any one user, 
partnerships had to be formed in order, first, to get the money, and, 
second, to be able to find customers that could use a sufficient quantity 
to get a reasonably satisfactory operation. 

The other w ay of moving to supply this iron ore that we needed 
was to start looking for iron ore in other parts of the world, to try to 
find some high-grade ore in other parts of the world. 

We had done a good deal of work in South America. We had devel- 
oped down there a mine in Venezuela which now belongs to the Beth- 
lehem Steel Co., which we sold to them, that they are operating down 
there, and we were looking in various places, and we looked up in 
Canada, and, fortunately, we joined with some Canadians up there, 
up in Ungava, which is just under the Arctic Circle, and we spent a 
lot of money and a lot of time, a good many years, looking, and finally 
we discovered some large deposits of iron ore up there. 

Senator O’Manonry. Was it agreed that National and M. A. Hanna 
should go to Canada and Bethlehem to South America ? 

Mr. Humpnrry. No. 

It was—in the early days that was all done by Hanna and the Hol- 
linger interests, gold interests in ¢ ‘anada, and we were looking for 
whatever we might be able to find. 

We were looking for iron ore. We were looking for gold. We were 
looking for copper or lead and ; zinc, and spent a good deal of time. 
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It was long before anybody was interested in uranium, so we did 
not pay any attention to that. There was not any market for it then. 

We spent ourselves several million dollars before we knew we had 
anything in these searches. That is part of the business of the Hanna 
Co.; and finally the expenditure and the search was rewarded, and this 
ore was found, and then it was necessary to build 360 miles of rail- 
road, to build a port to open these properties, and it was going to take 
between 250 and 300 million dollars to do it. 

To have any such expenditure as that required a large production. 
It could not be done with a small production, and so to insure a large 

roduction, we looked for people who could use this ore, and we 
ormed the Iron Ore Company of Canada, and we got these various 
partners to come into the Iron Ore of Canada to take iron ore, 

Now, this iron ore is sold like the Hanna Ore Mining iron ore; it 
is sold at market prices to its partners, and if it gets its debts paid 
down sufficiently—we borrowed $140 million from the public, from 
banks and insurance companies, and put in about $150 million our- 
selves, the group, the whole group; and I am very happy to say that 
the thing has turned out to be a great success, and is working very well, 
and this year they are shipping about 13 millions of tons of ore, and 
it is going—part of it is sold, they are selling iron ore in Germany and 
in England and in Holand, and they are selling it in the United States, 
and the partners are taking their shares to make up a total of some- 
thing over 13 million tons that are moving this year. 

Senator O’Manonry. Are these the mines that are commonly known 
as captive mines in the sense that they belong to—— 

Mr. Humpenuerey. I think “captive mines” refers more to coal mines 
than to ore mines. 

Senator O’Manonry. Yes. 

Mr. Humpurey. You can with a coal mine—for instance, with a 
mine that mines steam coal, a company that has a use for a lot of coal 
just to make steam with can use it all and it can go and buy 100 percent 
of the mine and that is a captive mine and it uses all the product. 

That is quite different than a metallurgical property. 

Senator O’Manonry. How much of National’s ore and other mate- 
rials is obtained from these ore companies which have been listed ? 

Mr. Humpnurery. Well, I would say that probably about half of it, 
maybe a little more, came from partnership companies, and the rest 
of it is obtained from 100 percent ownership of about 25 different 
mines. 

Senator O’Manonry. How much of your raw material at this time 
is obtained upon the open market ? 

Mr. Humeurey. Of National’s? 

Senator O’Manonry. Yes. 

Mr. Humpurey. There is very, very little of National’s sold. All 
that National sells is something that for some reason or other does 
not fit its work. But there is quite a substantial amount of ore of 
these companies that are partnership companies that are available on 
the open market. 

Senator O’Manonry. How is a price set on this raw material for 
the purpose of cost ? 

Mr. Humenrery. It is a market price. There is quite a good deal 
of iron ore sold, and iron ore is sold on the market at what the steel 
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companies will pay for it. There are a number of properties that 
have no ownership interest whatever that are independent operations 
that are sold completely—no relationship to their customers. 

Senator O’Manoney. I notice in this list of partners which you 
have just given in your testimony, through the list that I gave you, 
I have found the names of all but 1 of the 10 largest steel companies 
in the United States. I listed National, Bethlehem, United States 
Steel, Republic, Jones & Laughlin, Youngstown, Armco, Inland, 
Wheeling. That is 9 of the 10 largest. The only one missing is 
Colorado Fuel & Iron out in Colorado. 

Do you wish the committee to understand that, in your opinion, 
a competitive system can exist when the 9 largest steel and iron com- 
panies are partners in obtaining the raw material that they use ? 

Mr. Humpurey. Oh, yes. I do not think there is any question. 
The reason that you have 9 of the 10—as a matter of fact, we had 
the 10th in some of these and they sold out to somebody else—the 
reason you have it is perfectly simple. Those 10 people use, I do 
not know what, but I will hazard a guess at 90 percent of the ore, 
And if you are going to have somebody to sell it to, you have got 
to have somebody that uses it, so I mean you have got to sell 90 
percent of your stuff to these people. 

Senator O’Manoney. Of course, the purpose of these hearings, Mr. 
Humphrey, is to try to analyze the basis upon which prices in the 
steel industry are arrived at. 

Mr. Humpnrey. If you would take, Senator, several of the smaller 
ones that do not appear here, you would find that they were in some 
other properties with somebody else, or you would find that they were 
buying from some of these very properties that are listed here. 

Senator O’Manoney. Do you think that the prices for these raw 
materials are really completely determined by the market if so much 
of the product is really owned by the partners who are supposedly 
competing with one another on the market ¢ 

Mr. Humpnurey. So far as some of these that I have spoken about, 
these particular ores are either at cost or at market price, from which 
dividends are repaid, so that eventually it gets to a cost basis. 

Senator O’Manoney. Of course, you talked about the contracts at 
the market price, Mr. Humphrey. But then just a moment ago you 
explained that these 9 companies that I listed—and I might have had 
a 10th—take 90 percent of the whole caboodle. 

Mr. Humenrey. But they do not get it this way. They all buy 
some, too. Most all of them buy some tonnage. You see, you have 
a business here of 80 to 90 million tons of iron ore that is used a year 
in these northern fields, and I am eliminating the South. I am talk- 
ing about this competitive area up in the North. Suppose you had 
as much as 60 million tons of it or 65 million tons of it that came 
through partnerships. You still have got 20 million to 25 million 
tons of ore that has to be sold, and it wasn’t so many years ago that 
the whole steel industry did not nse that much ore. | 

There is a big volume and a large amount of money involved every 
year in ore that moves on the market. 

Senator O’Manoney. In your opinion, this partnership pattern 
which you have so clearly defined is a desirable one and indeed a 
necessary one in the steel industry ? 

Mr. Humrenurey. I believe it is. 
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Senator O’Manoney. And do you believe that it sustains what we 
call the free-enterprise system ? 

Mr. Humeurey. Oh, I do. 

Senator O’Manoney. And competition ? sua 

Mr. Humrurey. I do; I think very definitely. I think it would 
be almost foolhardy to have the mills, well, it is really billions of 
dollars invested in plants, that are not worth a dime if you have not 

ot the raw material to use in them. I think there would be no way 
in the world to provide this except through partnership interests. — 

Let us take Iron Ore Company of Canada or take these taconite 
properties. Certainly, in the last 10 years, if not in the last 7 or 8, 
there have been between 6 and 7—and you have got the steel corpora- 
tions down in Venezuela. They found a large property down in 
Venezuela which they developed. And without the Iron Ore Com- 
pany of Canada, Labrador, and without Venezuela, this country—it 
was fortunate indeed that those places were found and developed— 
would be facing a shortage. There has been close to a billion dollars 
invested in 2 taconite properties, in Labrador and in Venezuela, in 
less than 10 years. 

The supply for the next 20 or 30 years, it may be 40, it may be 50, 
I do not know, but it is to supply a large volume of the necessary raw 
material to support this steel industry in America. And without that, 
I think you would be taking a great risk in this country. 

Senator O’Manoney. I want to thank you, Mr. Humphrey, for 
your very ready answer. I have taken more time than I had antici- 
pated. And though I am tempted to go on, I know that there are 
other members of the committee that would prefer to have your 
answers, and I will conclude by making this statement. There has 
come to me, as a result of the Soviet exploit 

Mr. Humrenrey. The what? 

Senator O’Manoney. The Soviet exploit in sending Sputnik into 
orbit about the earth 16 times a day, that steel production in Soviet 
Russia has attained technological advances that have not been adopted 
inthe United States. 

Do you think that is true? 

Mr. Humpurey. No;I donot. 

Senator O’Manoney. I have not had time to investigate it, but that 
report has been made. 

Mr. Humpurey. I know a good deal about it. The British had 
some very careful studies that you can read that have been published, 
and there have been people there. As a matter of fact, a lot of the 
things that they used have come either from this country or from 
Germany. I would not be surprised, there may be some technological 
advances in certain steps or particularly in certain steels that may be 
something that we do not have here. But so far as we know—and we 
are making every effort to know—there is nothing there that is sensa- 
tional or nothing that would fit our way of doing business here that we 
do not have, that we do not use. 

They have made progress in increasing their steel capacity, but so 
has Europe and so has the United States. And the spread—you can 
get awfully fooled on percent. In other words, if you increase from 
2 million tons to 4 million tons, that is a 100-percent increase. Where- 
as, if you increase from 30 million tons to 40 million tons, it is only a 
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3314 percent increase. But nevertheless, that is a 10-million ton 
increase, whereas the other is a 2-million ton increase. 

That is what has been going on. In percent, the Russian increase is 
higher than the Western European and the United States. But i in 
tons, our tons are far more than Russia has increased. Our tons have 
increased, and we are continuing to do that right straight along. The 
spread between what the free world has in tons is going up all the 
time in favor of the free world. 

Senator O’Mauoney. I trust you are right. I thank you, Mr, 
Humphrey. 

Thank you, Mr. Chairman. 

Senator Kerauver. Senator O” Mahoney, in line with your ques- 
tioning, I have not made a study of it, but has there been any litigation 
or decision by the courts as to whether joint ventures are legal or 
whether they are questionable under the Sherman Act, the antitrust 
laws? 

Senator O’Manoney. I do not recall of any basis. 

Mr. Humpurey. So far as I know, Senator, there has never been the 
slightest question about it. 

Senator Kerauver. There have not been any suits brought ? 

Mr. Humprurey. Nobody ever brought a suit, and I do not think 
anybody ever thought of one. I do not t know why they would. There 
is no reason why anybody would. 

Senator O’ Manoney. Of course, it might be pointed out, Mr. Chair- 
man, that in 1911 a partnership of a kind was established in the oil 
industry and in some other industries whereby competing companies 
formed trust agreements by which certain managers were, in fact, 

made the trustees, and ran the whole partnership. They did not use 

those words in those days, but in this case, the Supreme Court, in a 
decision of 1911 handed down by Chief Justice White, as I recall, 
required Standard Oil to divide itself up into its pieces. It turned 
out that those pieces became more wealthy and more powerful and 
more strong economically than the Standard Oil itself was at the be- 
ginning. But what the Court was tr ying to do was to prevent agree- 
ment of the many to be managed by the few. And under this joint 
ownership, this joint-venture technique, we find companies which are 
competitors getting their raw materials at the same price. 

Senator Keravuver. I think the information has been brought out 
here as to the value from another viewpoint, also. 

Senator O’Manoney. It is worth looking into. 

Senator Keravuver. If this method is continued so that most of the 
ore is in the hands of the large companies for their exclusive use, the 
possibility of a small company breaking into the business might be 
curtailed substantially. 

Do you agree with that, Mr. Humphrey ? 

Mr. Humenrey. All I can say to you, Senator, is this: I have been 
in this business for nearly 40 years, and we were an awfully small 
company when we started and there were some very big ones, and we 
have grown and developed and made money over 40. years. So it 
is not “impossible, or at least it has not been over this period of time. 
And that is both for the steel business and for the iron-ore business. 

Senator Kreravuver. Two points might be pertinent. You pointed 
out that the amount of good ore that is available in this country has 
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been diminishing, and I believe that relatively the amount of ore sold 
ae ve open market has diminished, also. 

umpuerey. I think the tons are more probably now than ever 
in me history of the country. The percent is down but the tons are up. 

Senator Keravver. I say relatively the percent that is being sold 
on the open market is less than it has been ? 

Mr. Humpurey. Yes; but what a small company deals in is tons. 

Senator Krerauver. Senator Dirksen, you have been very patient. 

Senator Dirksen. Oh, I am always patient. 

Senator Krravver. Senator 0” Mahoney has asked his questions so 
we will now turn to you. 

Senator Dirxsen. Mr. Secretary, pursuing for a moment the line 
of inquiry developed by Senator O’Mahoney, suppose that Congress, 
in its wisdom or its unwisdom, should decree that no steel company 
would be permitted to have a joint venture with respect to sources of 
raw material like manganese, taconite, limestone, iron ore, all that 
sort of thing. 

I have two questions: No. 1: What would be the impact on the 
price of steel if every company on its own individually had to operate 
those sources ? 

Mr. Humpurey. Senator, I think it would be a very serious thing 
because I don’t know—you try to sell some securities on a steel com- 
pany that has no assurance of raw material and I do not think you can 
sell them. I do not know who would buy them. I do not think you 
would want to put your money into a steel business that had no pro- 
tection for the vital thing that it takes to operate every day. And 
unless you did, particular ly if you were a small plant, you would be in 
desperate shape if you could not participate in enough varied kinds 
of chemical analysis of materials so that you could operate. 

If all you had, if you were a small fellow —and a good many of these 
people are relatively small, relative to the total in this business—if all 
you could have was a mine, 1 mine that you owned, because that 
would furnish enough total tons for you out of that 1 mine, you 
cold not make steel, so what you would have to do would be to try to 
run around and try to trade that with a half a dozen other people, 
trade pieces of it in order to get something that would give you a 
mixture to get the kind of steel that you have ‘to make. 

You could make five trades and if you could not make the sixth, 
you could not run your business. I do not think that would bea very 
satisfactory situation for anybody. 

Senator Dirksen. Coulda little steel business actually get into 
business—— 

Mr. Humpnrey. No. 

Senator Dirksen (continuing). If it had to operate on its own 
all its materials ? 

Mr. Humpnrey. No, it could not, and it could not operate after 
they had it because they could produce more tonnage than they could 
properly use. 

Senator Dirksen. This investigation began as an investigation in 
industry and administered prices, ‘and we had some very distinguished 
economists as the leading witnesses. They readily defined an ad- 
ministered price as one that remains stable for at least a substantial 
period of time, as distinguished from a market price. Actually, in 
the steel business, can you turn prices like a spigot off and on every 
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15 days or 10 days, as a practical, commercial matter? The last in. 
crease was in July of 1957. 

Mr. Humenrey. I do not think it is either practical or desirable, 
Steel is the raw material for hundreds and hundreds of other busi- 
nesses, and those businesses are all competitive with other businesses 
in the same line, not all with each other, but groups in the same line, 
And if you have a rapidly changing value or cost of your important 
raw material, it is extremely difficult. 

Suppose you and I were competing and you have wide swings in 
the price of steel every little while. You buy your steel at $50 a ton 
and 2 weeks later I buy mine at $100 a ton or at $75 a ton. You have 
got me at a great disadvantage until it works out, and then maybe 
you go the other way and you might even go broke in the process by 
the swings in your raw material. You get into an angle where you 
are gambling with the whole thing. 

The scrap market is a widely fluctuating market. Fortunately, 
scrap can be limited in your mix. If you have a sufficient raw material 
end of the business, you can swing from 40 percent of scrap to 60 
percent of scrap or back again, depending upon prices and conditions 
and the things you want to do. So you have got some protection 
against the wide swings there and you can equalize them over a 
period of time. 

But if you were a little man and you had rapid swings in the price 
of your raw material, you would be very seriously prejudiced or 
might be seriously prejudiced competitively. 

Senator Dirksen. At the weekend, the very distinguished chairman 
of this subcommittee issued a release in which he called upon all the 
steel companies to roll back their prices $3 a ton, conditioned I think 
mainly upon the testimony we have had very notably from the spokes- 
man for the steelworkers union, because I believe it was predicated 
mainly on that. But the residual question is, Do you think it would 
generate any more business if you rolled back the prices $3 a ton ? 

Mr. Humpnrey. I stated this morning, Senator, gave reasons why I 
do not think it would doit. I cannot speak for anybody but ourselves, 
but so far as we are concerned, I think we have ample reasons for not 
making any change at this time, and we do not propose to do so. 

Senator Kerauver. Since Senator Dirksen used my name, I want to 
make it clear that the suggestion of a rollback of $3 was taken from 
the figures of the steel companies themselves. There does not seem 
to be any showing that the wage increase increased their costs more | 
than $3.15 a ton of steel, or something in that neighborhood. And 
that furthermore, the profit figures for the third quarter were sub- 
stantial, and that in the figures that we have showed, the drop in the 
price of scrap appears to have more than offset the increased costs 
resulting from the wage raise in July. That was the basis upon 
which I made the suggestion. I do hope the steel industry will give 
this matter more serious consideration, instead of just passing it 
off saying, “We are not going to do it.” 
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Excuse the interruption, Senator Dirksen. 

Senator Dirksen. Oh, I am always glad. 

Mr. Secretary, one of the difficulties when you have witnesses before 
the committee, is whether they speak with real authority or not. Mr. 
Blough, speaking for the steel people, had one line of testimony, and 
then in the record we put a statement or part of a statement compiled 
by Jules Backman, professor of economics, New York University, 
called Steel Prices, Profits, Productivity, and Wages, and on page 12, 
Dr. Bachman inserts this statement : 


The union claims that, “the steel prices have exceeded material cost increases 
by a ratio of nearly 3 to 1. That appears in Facts on Steel on page 35.” 


Then Dr. Bachman says: 


The data cited above indicates that there is a fantastic distortion of what has 
been happening to raw material costs, finished price relationships. Since 1939 
the rise in steel prices raw material costs has been in the ratio of about 1 for 1, 
rather than 3 to 1 as alleged by the union. 

Do you concur in that statement by Dr. Backman, that is 1 to 1 
rather than 3 to 1? 

Mr. Humpurey. Senator, for 5 years while I have been down here 
Ihave been exposed as knowing very little about economic theory, and 
I really do not. I am just a businessman and I am frank to say that 
if you look over this group of people that we have been talking about, 
these 10 people, Senator O’Mahoney, that you have been talking about, 
and you ge back over a period of time, there was a time a few years ago, 
in my lifetime, in my business life, when the United States Steel Cor- 


poration had more than 50 percent of the total production, and a num- 
ber of these companies were little companies, and I mean really little 


companies. They had a little mill or something of the kind, and we 
ourselves were a little company, and I mean a really little company. 

Over the years they have grown into good-sized companies, and the 
steel corporation has dropped from over 50 to about 30 percent: of the 
total, because what were very little companies have grown into some- 
what larger companies relatively, so that over my lifetime, if you 
worked hard enough, if you were lucky and all the things that went 
with it, you could grow from a little company to a fairly good-sized 
company. 

I do not see any reason why, with this enormous volume of business, 
why anybody that knows all these answers, why they do not go into 
business and grow with it. 

Senator Dirksen. The point that Dr. Backman makes there, he 
fortifies with a table showing all the raw material that goes into steel 
making—scrap, coal, coke, iron ore, manganese, zinc ore, ferrous 
alloys, nonferrous alloys, lime, and hosts of others—and then he shows 
the price increases. But I notice in so much of the interrogation there 
was a constant emphasis on scrap and the fact that scrap had gone 
down. But if this table is correct, I doubt very much that would be 
true of a lot of these other items of cost that are used in making steel. 

Mr. Humenurey. I[ think that is correct. 
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(The table referred to follows :) 


[From ‘‘Steel Prices, Profits, Productivity and Wages,’’ by Dr. Jules Backman] 


TasLeE 4.—Percent change in raw material and fuel prices—United States Stee} 
Corp., 1939, 1947-49, Mar. 81, 1956, Dec. 31, 1956 
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TaBLE 5.—Year-to-year changes in employment costs and costs of products and 
services bought, the steel industry, 1939-56 


Osaiens of dollop 
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Source: American Iron and Steel Institute. 
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Senator Dirksen. Of course, you could not get the whole picture 
by simply emphasizing the fact that you have a soft-scr ap market 
at the present time. 

Mr. Humenrey. That is right. 

Senator Dirksen. Therefore you ought to cut your prices because 
that might not be justified. 

Mr. Humpnrey. That is entirely correct. Scrap is a very volatile 
thing for the reasons I explained to you this morning. 

Senator Dirksen. A point was made about the fact that you are a 
leader in the production of cold-rolled sheets. Is there some special- 
ization in all companies whereby they make that a leader, one might 
make beams or blades, bars or rounds, or anything else as their leading 
item? In your case you make sheets a leading ‘item and it carries a 
good deal of the load and would account then for a difference in price 
between sheets or an increase in the price on sheets as distinguished 
from bars? 

Mr. Humpnrey. That is true, Senator, of some of the smaller com- 
panies like ourselves. The larger companies, beginning with the steel 
corporation, are in all lines and in many places. Bethlehem is in all 
lines and in some heavier than others, but they are in all lines in several 
places; Republic to a somewhat lesser extent. They are more limited 
in their lines. 
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As you come on down, you come to concerns like Jones & Laughlin 
who have more of a few things and less of others; and Youngstown 
Sheet & Tube, for instance, who is larger in tubular goods, and so on, 
Those companies have specialists like ourselves, in which they are 
predominant. 

Senator Dirksen. Where do you draw the line between a large steel 
company and a small one, either dollarwise or in terms of tonnage? 

Mr. Humeurey. Well, they just go down the scale, all the way 
down the scale, starting with the United States Steel Corp. and then 
Bethlehem, which is approximately half the size of the steel corpora- 
tion, and Republic then is maybe two-thirds the size of Bethlehem; 
and Jones & Laughlin is maybe half the size of Republic. Then you 
come to a whole group: Jones & Laughlin, Youngstown Sheet & Tube, 
Inland, National, Armco, all a relatively few percentage points apart. 
Then you drop down to smaller ones like Sharron, Colorado Fuel & 
Tron, Wheeling, and you can name a number of them. 

Senator Dirksen. Last week, Mr. Secretary, we had a witness from 
Wisconsin who talked to the committee at considerable length about 
the break-even point of quite a number of corporations, mainly steel 
and some others. He did include one airline company, United Air 
Lines, and I think was a little embarrassed when I asked him whether 
the CAB ought to approve the pending petition to give the airline a 6- 
percent fare increase, and he said, yes, and I am afraid it hurt his 
case a little, because at the time, he was trying to impress the com- 
mittee with the fact that the break-even point being what it was, 
ae was probably dubious justification for an increase in the price 
of steel. 

But what I wanted to ask you about was this. It concerns this 
business of getting money when you have got to expand, and that is 
notably true in a critical period. Who knows what is going to come 
out of this present satellite and missile development? The newest 
development, as you know—I call it a “Poochnik” because there is 
a dog in it, but in the critical times, of course, Government always 
rushes to the steel industry. The first question is this: Were you in 
the steel business in June of 1950? 

Mr. Humpurey. Fifty? Yes; I have been in the steel business all 
my business life, barring the 5 years or nearly 5 years that I was 
here, and then I was out completely. 

Senator Dirksen. It was the 27th of June that the troops went 
into Korea and the cry went up “We must have more steel.” If 
you can recall, if you are at liberty to do so, what representations 
did the Government make to you at that time about getting out more 
steel and expanding facilities, if necessary ? 

Mr. Humpurey. Well, there was great criticism of the steel busi- 
ness at that time because of the fact that it was claimed that they 
hadn’t expanded rapidly enough to take up the slack, and we were 
urged todoso. But on this question that you speak of, of the break- 
even point, let me just give you a few figures to show you how dif- 
ficult it is to figure that. 

On January 1 of this year, the capacity of the steel business was 
estimated to be 133 million tons. We may say production will be 
115 million tons, something of that sort. That is say 90 percent, 
maybe a little under that. Now if is estimated to be about 138 mil- 
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lion tons, and at the end of next year it is estimated to be 143 mil- 
lion tons just finishing the things that are under work. 

Now then, 115 million tons is, let’s say, 90 percent of what it was 
in January. It would be about 80 percent of what it will be next 
year, and we are still making 115 million tons. 

Now, what is the break-even point, and how do you figure it? And 
how misleading it is to talk too much about what percent of opera- 
tion it takes to operate on a break even, when, by using exactly the 
same number of tons of production, you are dropping from over 90 

reent to around 70 percent, or maybe even a little less. So I just 
think that you have got to take such estimates not too seriously. 

I know that so far as our business is concerned, what our break- 
even point in this rapidly kind of expanding situation that we are 
in—I just don’t know what it is. 

Senator Dirxsen. That portion of the testimony that was of great- 
est interest to me was in pursuance of the question concerning what 
the industry does for money when it has to go in for capital expan- 
sion to meet the needs of the country, and particularly in a critical 

riod. I think, if I remember correctly, that Mr. Gardner said, 
“Well, they are thinking so much of accumulating a profit out of 
which they can do their expanding as they plan 15 years down the 
road, perhaps they ought to be down here lobbying the Congress and 
others a little bit about getting the tax laws changed so that there is 
a better depreciation rate.” Do you agree with that philosophy? 

Mr. Humeurey. Senator, I just don’t feel that it is appropriate 
for me, having passed on my responsibility as the fiscal manager of 
the Government, to comment particularly upon it. I just say this: 
that, as long as I was the fiscal manager of the Government, I was 
opposed to any special tax relief for special groups, and I don’t think 
that they should be granted. 

Senator Dirksen. Of course, I had an opinion of my own when Mr. 
Gardner was testifying, because, if you are going to expand, you 
either have to use money out of profits or you have to borrow at the 
bank or you have to increase your equities or you have to increase 
your bonds. Then, of course, you are in an area of interest rates, the 
type of marketing which you have to face, and then comes the basic 
question : Does your profit structure have to be such that you are sure 
you are going to have the money / 

Obviously, your securities or your stocks are going to have to bring 
in at least a return. Otherwise, you are in a soft market, and that 
presupposes the question of what is the best thing to do in order to keep 
the industry healthy and vital against the time when they have to 
push their production way up, as they have had to do on a number 
of occasions. 

Mr. Humenrry. I think that it is like most everything else in life. 
It requires a reasonable balance. I think that it takes a reasonable 
balance of the various systems that have been developed, the various 
means of funneling the people’s savings into productive enterprise, 
and that requires a number of things. It requires some security for’ 
the savings; it requires some equity behind the savings, risk capital 
behind the savings, in various ways, participation partially with risk 
capital. It requires some return on the money to induce people to do 
it, and it requires sound money by your Government or people aren’t 
going to save at all, and why should they ? 
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Senator Dirksen. I think, Mr. Chairman, that is all I have at the 
moment. 

Senator Kerauver. Senator Wiley, do you have some questions ? 

Senator Wier. Yes, Mr. Chairman; I probably will have a good 
many, but I am afraid I might duplicate what has been going a 
for the last few days. I want to say that I am very sorry that I wasn't 
able to be present to hear all the t testimony of the Secretary and the 
other witnesses. I want to say, Mr. Secretary, I suppose that is what 
we should call you, just the same as you do with an ex-Senator. Do 
you like to be called Mr. Secretary or Mr. Humphrey or George? 

Mr. Humpnrey. Senator, it is George. 

Senator Wizey. I want to say that 1 am one of those who never ob- 
jects to bigness unless bigness gets autocratic or gets despotic. I want 
to ask a few questions in relation to this. How many years have you 
been in the steel business / 

Mr. Humpurey. Pressing 40, 

Senator Witey. What? 

Mr. Humpurey. About 40. 

Senator Witey. You don’t look it today, but, then, that is all right. 

Mr. Humpurey. I am an old man, Senator. 

Senator Wizey. But, back there when you started, what was the 
national income and approximately what was the capital invested in 
these 9 or 10 companies that have been constituted as the big boys, 
approximately / 

Mr. Humeurey. Oh, I couldn’t tell you, Senator. I would have to 
look it up. I just couldn't tell you, but I can tell you that it was a 
very much smaller percentage of the total investment in the business 
that was in the small ones than was in the big one, and now it is the 
other way around. The small ones are now bigger than the big one. 

Senator Winey. What I am getting at is that we have to compare 
the picture. I often say that, since I came to Washington some 19 
years ago, we only had a national income of $50 billion; now it is 
$354 billion. I saw the figures in the paper here. 

Now, then, what I am getting at is what is the overall capitaliza- 
tion, say, approximately, of the companies that have been character- 
ized as in control of 90 percent of this business, and what was the 
income of the country in relation thereto ? 

In other words, bigness is a relative term. 

Mr. Humpenrey. That’s right. 

Senator Witey. We realize that. 

Mr. Humenurey. That’s right. 

Senator Winey. If you can’t give us an approximation, let the 
press note that that is the first question you have been stumped on. 

Mr. Humrurey. I am sorry; I can’t. I would have to look it up. 

Senator Wier. From a discussion of administered prices by the 
witnesses, the subcommittee gets the impression that top management 
has a very wide discretion in deciding how high steel prices should 
be. Do you say that is correct ? 

Mr. Humpurey. I say it is. They have a very heavy responsi- 
bility with respect to it, and they have many limitations within which 
they have got to operate. 

Senator Winey. It raises the question whether the market. estab- 
lishes steel prices or whether the steel management fixes them. 
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Mr. Humrurey. I suppose that, as we talked earlier this morning, 
the price that will keep a product moving and expanding, growing in 
competition with other products and other competitive things over a 
period of time, is the limiting factor that must be complied with, and 
currently, temporary supply and demand has something to do with 
what you can get and what you properly must have to keep a busi- 
ness expanding. 

Senator Witry. Testimony shows here, I believe, that 90 percent 
of the raw materials of these mines in these 9 or 10 cases—I believe 
you said that, approximately. 

Mr. Humeurey. That what? 

Senator Wier. Ninety percent of what the mines produce is taken 
by these 9 or 10 companies. 

Mr. Humpnrey. That is of the mines that I was referring to. 

Senator Wier. Yes. 

Mr. Humenurey. Not of all the mines. 

Senator Wirzy. No. What percentage is there in the other mines? 
What I am trying to get at, 1s it correct that there is competition 
there ? 

Mr. Humpurey. There is. 

Senator Wier. For the material from the mines? 

Mr. Humeureyr. That is exactly what I tried to explain to Senator 
O'Mahoney, that there is a large tonnage of iron ore and of coal and 
of other raw materials that move currently in the market that has 
no direct ownership interest whatever. There is a large tonnage that 
does have an ownership. There is a backlog of ownership, and then 
there is a large tonnage also in tons that has no relationship whatever. 

Senator Witry. Are steel prices affected by the Government’s tight- 
money policy, which you know something about ? 

Mr. Humenurey. Over a sufficient length of time I think they would 
be, because of the effect on supply and demand that would result from 
money pressures. 

Senator Wizxy. I am just back from my State, sir, after being out 
among folks who were complaining about inflation, and there is con- 
siderable complaint about it. You have the experience and training 
to throw light on the problem. 

I would just like to get a few ideas from you, because there are 
plenty that complain about it, but what is the remedy, in other words? 
Where are we going from here, and how is it going to further affect 
the pensions of schoolteachers, ex-Government employees, and so 
forth? It is a very serious matter. You are a very serious man, and 
you have, I am sure, given this consideration. I presume that it is in 
connection therewith that we are going into this subject, because we 
all have a tremendous responsibility, particularly when you think of 
those bonds that the insurance policyholders have put billions into 
and the value of the dollar. Do you recommend the Government’s 
policy of tighter money, higher interest rates, now? 

Mr. Humenrey. Senator, I had a great responsibility as a public 
servant for 5 years nearly. I have passed that responsibility onto 
another man, to other men. 

When it was known that I was going to resign, I was approached 
by innumerable people for magazine articles and books, speeches, 
and all sorts of things. I thought it over very, very consti and 
I decided that I would be doing a disservice, unfairly and unjustly, 
13 
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to my successor if, after I passed him this heavy responsibility, and 
had no responsibility myself except such as any private citizen has 
from then on, if I talked about it. 

And you can hardly talk about it at all without having your re- 
marks critical or approving or having some influence or effect upon 
it, and I decided that the only fair and decent thing for me to do was 
to refrain from public expression for a while, and let him have a free 
reign to take care of the responsibility which I had handed him, and 
I just frankly will say this: 

I think that inflationary pressures are somewhat abating, but as to 
what the conduct of the Government should be from now on, I just 
don’t think it is right or fair or good taste or good sense for me to 
set myself up to comment upon it. 

Senator Wier. As I understand it, when you were in office, you 
recommended that policy ? 

Mr. Humpurey. When I was in office I was a public servant and 
I told everybody exactly what I thought under all conditions. 

Senator Wizey. I want to say you have that faculty of speaking 
straight from the shoulder, we all admit that, but now you are con- 
nected with big business. 

Mr. Humrpurer. Well, you see I can’t, Senator, at this early date, 
I can’t be disassociated entirely from my prior responsibility. I have 
only been out of here a couple of months, and I can’t be disassociated 
from my prior responsibility. 


I don’t have that responsibility now. Another man has it, and I . 


want to do everything 1 can to help him, and I don’t want to be any 
way misunderstood in commenting upon it, and the way to do that 
is to keep quiet, and that is what I propose to do. 

Senator Wier. I am coming back to what I said originally, be- 
cause I think you have a very brilliant analytical brain as well as I 
think you are a patriot in the highest sense. 

We are not only challenged on the international scene but on the 
domestic scene. We as legislators, and you, representing some of 
the biggest institutions in this country, have to find the answer or we 
will have an economic Sputnik, and when that occurs, then we will 
have questions, and that is the reason I am asking whether or not 
you have any remedy that you want to give us to think about. 

Mr. Humpurey. Senator, less than 3 months ago I testified in this 
room or one just like it on that subject for 14 days, and I haven't 
changed my mind one bit on anything I said at that time. 

Senator Dirxsen. You ought to complete the record and say 658 

ages. 
. Senator Wier. Let’s put it another way. Because of inflation I 
think you will realize—l know you do—that it can be a very detri- 
mental thing to the defense of this country as well as to the economic 
health of this country, and we are thinking in terms now of public 
olicy. 
r You made a suggestion some time back when you were a public 
servant as to public policy. Can’t we get another suggestion outside 
of what you have said? People want to know about this tight money. 
People want to know about increased prices. Is there some answer! 
Won’t you give it to us? 

Mr. Humpueey. I am very sorry, Senator, but I will not, more than 

IT have said. I have expressed myself very, very freely and very, very 
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fully about inflation and inflationary pressures and how serious they 
are, and I agree with you, I think they are somewhat less than they 
were, but as to what we ought to do, that is the responsibility of other 

ople, and I don’t think that I can be disassociated, I can’t yet talk 

ust as a private citizen. It is associated with my prior activity, and 

] just don’t think that it is right for me to discuss it. 

I will say this. I have the very highest regard for the integrity 
and the knowledge and the wisdom of the people who are succeeding 
me. 

Senator Witry. Do you think at this time the tight money policy 
has stopped inflation ? 

Mr. Humpurey. I think the pressures are less than they were 3 
months ago. 

Senator Wirey. Just one other question. Do you think it is in the 
interest of economic health of this country for prices, steel prices, oil 

rices, or any other big commodity that affects the living of millions, 
or those prices to be increased ? 

Mr. Humpruey. I think that is a relative matter that you cannot 

ive a flat answer to. 

I think that, as I said this morning to, I believe, Senator Kefauver 
when he asked me, I think that any price advance, any advance in the 
cost of things that enter into the cost of living, tends to be inflation- 


I have said that right along, that I believe that. $6 a ton is more 
inflationary than $1, and $6 a ton is not as inflationary as $10 a ton. 

But on the other hand, I think there must be maintained and should 
be maintained a relationship between a healthy and functioning 
economy on a profit basis in this country to provide the jobs, to provide 
the savings, to provide the tool steels and the transportation and 
the power that we need in America to permit people to have the pro- 
ductivity that is required to earn the high wages that they have, and 
I think it is especially necessary that they have good wages, that they 
have good jobs, that they have good profits in this country both from 
the point of view of the finances of the Government that is about 80 
or 90 percent dependent for its income on the income of the people and 
of the companies operating in this country, and if they fall, Govern- 
ment income will fall with it, and when Government income falls with 
it, when jobs fall with it, when investment is not made, when tools and 
plants, power are not provided to give a million new jobs a year in 
America, I think that you are getting in a lot of trouble, and I think 
you again have to balance all of these elements in trying to do what 
is best required to accomplish a strong economy, because a strong 
economy is the foundation of a strong defense. 

Senator Wixry. Is there any more, let’s say, that might prove a 
riotous source of inflation than if the wages of 71 million people were 
to go up a substantial amount ? 

Mr. Humpnrey. Well, I don’t know quite what a substantial 
amount is. TI think that, within some reason, some advances can be 
absorbed, and over a period of time should be in your economy, in 
your total economy. 

I think our increase in productivity, which has been perfectly re- 
markable in America, will and should continue and that will justify 
some further increase in living standards in this country, and I think 
that living standards should continually increase in this country, 
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so that I don’t think that you have got to put yourself in a strait- 
jacket and can make no moves. 

On the other hand, I think it is of extreme importance that infla- 
tionary pressures be kept in mind and that inflation be kept within 
control. 

Senator Wirry. Don’t you think that $6 a ton is going to create a 
demand for increases in wages all along the line? 

Mr. Humenrey. Well, it is the other way around. The increase in 
wages came first, and $6 a ton followed the wages in this particular 
case. 

Senator Witry. I know you don’t want to comment on a kindred 
industry, but the papers are full of it. The minute a manufactured 
product which is made out of steel is increased in price, there is a 
demand made by union leaders and others for an increase in wages. 

I am sure that you agree that is one product, or that is one par- 
ticular activity, that means increased inflation, would it not, creating 
further purchasing power and purchasing demand ? 

Mr. Humpurey. If you keep on a roundrobin with excessive rates, 
you can get in a lot of trouble. 

Senator Witry. You say that is a circle, increased prices? 

Mr. Humenrey. If you keep on a circle of excessive rates, you can 
cause a lot of trouble. 

Senator Witxy. Thank you very much. 

Senator Kerauver. Mr. Humphrey and gentlemen, it is 4 o’clock 
and we would like very shortly to recess until 10 o’clock in the 
morning and be finished by 12 noon tomorrow. Will that be satis- 
factory with you? 

Mr. Humpeurey. It would be perfectly agreeable to me to stay as 
long as you want and finish tonight. Of course, I will accommodate 
myself to you, Mr. Chairman, either way. 

Senator Kerauver. We have other important aspects of this matter 
to go into, and if you could conveniently do it, I think that would 
be better. 

Mr. Humpurey. I think we will accommodate ourselves to you, 
Mr. Chairman, and I can count on getting out at 12 tomorrow? 

Senator Keravuver. Of course, it all depends, but we will shoot 
at that mark. 

Mr. Humpurey. I am making engagements now, and I have one 
for tomorrow morning, and I don’t want to postpone it and break it 
again tomorrow. 

Senator Kerauver. I am sure we can make it by 12. Earlier this 
morning before Senator O’Mahoney asked you some questions, two ex- 
hibits were referred to. They were not gone into or explained, or 
their importance was not indicated. .The first exhibit is a comparison 
of the average rates of return on stockholders’ investments after taxes 
for 10-year intervals. National was not in business all during the 
period from 1920 to 1929, so the others are of more importance. 

Mr. Humrnrey. Now, what was it, Senator? I have just been 
handed these. 

Senator Kreravver. The first exhibit is a comparison of the rate of 
return on stockholders’ investments for 10-year intervals, excluding 
the war years. 

Mr. Humepnrey. Yes. 
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Senator Kerauver. 1989 is shown as, United States Steel, 1.4; 
Bethlehem, 1.6; National, 7 percent. 1940 to 1949, excluding the war 
years, United States Steel, 9.4; Bethlehem, 12.2; National, 16 percent. 
1950 to 1956, excluding the war years of 1951 and 1952, United States 
Steel, 11.5; Bethlehem, 14.2; National, 14 percent. The average for 
1930 to 1956 is, United States Steel, 5.7; Bethlehem, 7.1; National, 
10.7. 

The second exhibit is the breakdown of these figures, per year, which 
backs up the comparisons. 

(The documents referred to are as follows :) 


Comparison of average rates of return on stockholders’ investment after tazves, 
10-year intervals, 1920-56, United States Steel, Bethlehem, and National 


United States} Bethlehem National 
Steel 


Percent Percent 
5.2 
39 y 1.6 7.0 
1940, 1947-49 L 12.2 16.0 
1950, 1953-56 ’ 14.2 14.0 


i rerae aae oplaeueben h 7.1 10.7 


1 Excluding 1941-46, 1951-52. 
Source: Federal Trade Commission. 


Rate of return on stockholders’ investment for United States Steel, Bethlehem, 
and National after taxes, 1917-56 





United United 
States Bethlehem | National Year States Bethlehem | National 
Steel Steel 
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Senator Keravuver. So the record shows, Mr. Humphrey, that you 
have, on the average, earned substantially more profit than United 
States Steel, and more than Bethlehem, which is an efficient producer. 
Do you not feel that your greater efficiency ought to be passed on to 
the consumers in the way of lower prices? 

Mr. Humpnrey. Well, Senator, I explained to you this morning 
that these figures are really quite arbitrary and not necessarily in- 
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dicative of the fact, because they are based upon book figures, and 
National has been more conservative, I think, without any doubt, 
than anybody in the steel business, in our book figures and, as I say, 
I think, as far as I know, we are the only company that has charged 
off depreciation i in excess of what was permitted by tax. 

We have even charged depreciation and paid our tax on it, and as 
we properly should, in order to keep our book values in the proper 
relationship, so that when you take a relatively low book value and 
apply it against earnings, you get a fictitiously large percentage of 
return that perhaps doesn’t reflect the truth at all. 

Senator Krerauver. These figures, of course, are taken from your 
own reports. 

Mr. Humeurey. Well, sure. 

Senator Keravver. They were compiled by the Federal Trade Com- 
mission. 

Mr. Humpnurey. Sure. They are our own reports, but our own fig- 
ures are extremely conservative figures, designedly so. I think it is 
good business to do so, but they are extremely conservative, and our 
depreciation charges have for years exceeded the amount that most of 
the steel companies have taken, because we have arbitrarily put 
them up. 

Senator Kerauver. The fact you depreciate more, and still make a 
larger profit, would make these figures here quite conservative, indeed. 

Mr. Humpnrey. No, no. Not based at all, when you are taking the 
percentage on book value, you see, because your book value goes down. 

Senator KrEravuver. Based on your present rate of profit, you could 
pay off your investment in less than 10 years. 

Mr. Humpnrey. The present rate of profit—if you will notice, the 
present rate of profit, we are below the others. 

Senator Krrauver. You could pay off your investment in about 
7 years. 

Mr. Hu MPHREY. Just take 1955 and 1956. Take 1954, 1955, and 
1956. There are 3 years and we are below the others. 

Senator Kreravver. In 1956, as a matter of fact, United States Steel 
was 12.8; Bethlehem, 12.8. You were 12.7. 

Mr. Humpnurey. The year before they were 14.8, 15.5, and we were 
12.5. 

Senator Kreravver. When you go back to 1948 and 1949, you were 
up in the 20’s and they were 10 and 14. 

Mr. Humpnurery. That is right. 

Senator Krerauver. We are talking about 10-year periods. That 
gives us a very good picture. 

The other question was: Before we left you were going to get us 
some information as to how much of the cost of a ton of steel 
represented by scrap. You may not have that. We hope you may 
have that in the morning. 

Mr. Humepnrry. No. 

Senator Keravuver. Do you have that? 

Mr. Humrpurey. I don’t think you asked us for that. You said 
you had it from Bethlehem but you didn’t ask us and I explained 
to you 

Senator Krravuver. I thought we asked you if you would give us 
your best figures on how much of the cost of a ton of steel was repre- 
sented by the cost of scrap. 
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Mr. Humpurey. Well, I explained to you-— 

Senator Kerauver. In 1956. 

Mr. Humrnrey. I explained to you when you asked that, that if we 
were to change our figures by our scrap prices, it means a complete 
realinement of the way we would operate our plants. How much 
hot metal you use in relation to scrap is the thing that goes on in the 
business all the time dependent upon relative prices and from taking 
into account what you do, on whether you decrease your hot metal and 
increase your scrap, or ‘decrease your scrap and increase your hot 
metal makes a great deal of difference and it goes back into the cost 
of your raw materials and your idle time and your raw material field. 

Senator Kerauver. That is quite correct, Mr. Humphrey. We 
understand. 

Mr. Humpnurey. It is very complicated. 

Senator Krravuver. We have heard you say you use between 40 and 
60 percent variable, but what we wanted 

Mr. Humenrey. It is a very complicated thing. 

Senator Knrauver. What we wanted was your actual experience in 
1956. In 1956 you produced a certain amount of steel. You used a 
certain amount of scrap. So, if we had those two figures, we would 
be able to tell you paid a certain amount for the scrap. 

Mr. Humrnrey. No, you can’t, because we wouldn’t have operated 
that way. If scrap was going to be at one price instead of another 
price, we change our pr actice with the cost of scrap over any period. 
When we have confidence in the cost of scrap being high or low, we 
change our operating schedule. So just by going backward and 
making a calculation is not in accordance with the fact. 

The fact wouldn’t have been that. It would have been another fact. 

Senator Kerauver. Mr. Humphrey, we are not trying to project in 
the future. 

In 1956, you did use a certain amount of scrap 

Mr. Humpnrey. And we wouldn’t have used it if scrap had been at 
different values. 

Senator Krrauver. And you paid a certain price for it? 

Mr. Humpnnry. If we paid a different price, we would have used 
a different amount. That is what I am trying to tell you. 

Senator Krravuver. We have the United States Steel price, the 
Bethlehem price, and the general price. If you don’t want to give 
us the price you paid, if you will just tell us the amount of scrap 
you used in 1956, we ourselves 

Mr. Humenrey. We wouldn’t have used that amount if the scrap 
had been at a different price. That is what I am trying to tell you. 

Senator Kerauver. But you did use it. 

Mr. Humpnrey. But we wouldn’t have, if the price had been dif- 
ferent. If you change-the price, you change the tons. You can’t 
change one and not the other, because they go together. When the 
price is one thing, your ton is another thing. When the price is an- 
other thing, the ton is another thing, and you have to take them both 
into account. 

You are trying to get at the facts, Senator, and I am trying to 
tell you what the facts are. The facts are, if you change one figure 
you have got to change another figure, you have got to change them 
both. Otherwise, you will mislead yourself and the public. 
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Senator Krerauver. Mr. Humphrey, the income-tax people get a 
report on what actually happened. All we want is just actually what 
happened in 1956. 

Mr. Humenurey. Well—— 

Senator Kerauver. How much scrap did you use, and then we can 
figure, if you don’t want to give it to us, what you probably paid for 
it. Of course, we have the market prices. 

Mr. Humpurey. And I am trying to explain to you, if you do, 
you will mislead yourself and the public, because that would not 
occur. You will arrive at a false figure. 

Senator Kerauver. Will you give us your mix, then ? 

Mr. Humpnrey. And if you are looking for the fact and the truth, 
you have to change them both. 

Senator Keravuver. Will you give us the average mix in 1956? 

Mr. Humenurey. They won’t do you any good. 

Senator Keravver. I really can’t understand, Mr. Humphrey, why 
you can’t give us your experience in 1956. 

Mr. Humpnrey. Well, we can give you the experience, but the ex- 
perience of 1956 would not have been the experience under a different 
set of facts, under different circumstances. 

Senator Keravver. If you will give us your experience, we will 
decide ourselves whether it is pertinent information. 

Mr. Humpnrey. If you want a misleading figure, to prove a point, 
that is up to you, but I will attempt to point out that it is a false 
figure and shouldn’t be used and relied upon. 

Senator Keravver. Will you give us the figure and let us decide 
whether it is worthwhile or not ? 

Of course, as matters stand here now, our calculation, based upon 
the United States Steel and Bethlehem experience is that the cost of 
scrap in a ton of steel has fallen $3.57 as of September under tho 
average of 1956. 

Mr. Humrurey. On how much use of scrap? 

Senator Keravver. That is based upon United States Steel and 
Bethlehem’s actual experience. 

Mr. Humpnurey. When scrap was at a certain value, you see. 

Senator Keravuver. As reported to us. We would like to get your 
experience. 

r. Humpnrey. Well, I can’t explain to you more fully, I think, 
than I have, that when you change the price of scrap, you must change 
the tons of scrap, and that will change the figures. 

Senator Krrauver. You mean, they will supply the data about the 
amount of scrap used, but you won’t ? 

Mr. Humpurey. I don’t know anything about what they do. I am 
trying to explain to you the situation, as I see it, and I suggest you 
might ask them and see whether or not I am correct. 

Senator Krravuver. They did supply it. 

Mr. Humeurey. I don’t know; I don’t know. I don’t propose to 
say anything about what they have done. I simply can tell you what 
we did. 
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Senator Krerauver. Mr. Humphrey, I don’t want to argue with you. 
I am just asking if you will supply the data about the amount of scrap 
you used in 1956. 

Mr. Humpeurey. I don’t know whether we want to supply you with 
figures that will result in misleading information, or not. I would 
like to think it over. 

Senator Krerauver. We think it is pertinent and important, and the 
other companies gave it. I can see no reason why you will not, so 

ou think it over and bring it in, if you want to cooperate. 

We will stand in recess until 10 o’clock 

Excuse me. Senator Dirksen ? 

Senator Dirxsen. In connection with some questions I asked, I do 
want to insert tables 4 and 5, pages 13 and 15, of Jules Backman’s 
report. 

Renate: Keravuver. There is no objection. I think that has already 
been ordered placed in the record. 

Senator Dirksen. I want it to appear in the record. 

Senator Keravver. Very well. 

We will stand in recess until 10 o’clock in the morning. 

(Whereupon, at 4:15 p. m., the subcommittee recessed, to recon- 
vene at 10 a. m., Tuesday, November 5, 1957.) 
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TUESDAY, NOVEMBER 5, 1957 


Unttep Srates SENATE, 
SuBcoMMITTEE ON ANTITRUST AND MonopoLy 
OF THE COMMITTEE ON THE JUDICIARY, 
Washington, D. U. 

The subcommittee met, pursuant to recess, at 10:15 a. m., in room 
457, Senate Office Building, Senator Estes Kefauver presiding. 

Present: Senators Kefauver (chairman), O’Mahoney, Wiley, and 
Dirksen. 

Also present: Paul Rand Dixon, counsel and staff director; Dr. John 
M. Blair, chief economist; Peter Chumbris, counsel for minority; 
Carlile Bolton-Smith, counsel to Senator Wiley; Dr. E. Wayles 
Browne, Jr., economist ; Marcy Brooks, legislative assistant to Sen- 
ator Hennings; and George Arnold, administrative assistant to Sen- 
ator Neely. 

Senator Krravuver. The committee will come to order. 

We will get started now. Mr. Humphrey, yesterday we were dis- 
cussing the “fact that at the present time National is the leading pro- 
ducer of cold-rolled sheets, a large part of which is used in automo- 
biles and the appliance industry. You are not only the largest pro- 
ducer in the Nation, but a great deal larger than United States Steel 
in the Northeastern States for this product. 

The question was in connection with your pricing practices with 
reference to cold-rolled sheets, whether you set the price or whether 
somebody else set the price, or just what was your pricing practice. 
Do you have any additional information for us today ? 


STATEMENT OF GEORGE M. HUMPHREY, CHAIRMAN OF THE 
BOARD, NATIONAL STEEL CORP.; ACCOMPANIED BY T. E. MILL- 
SOP, PRESIDENT; PAUL E. SHROADS, SENIOR VICE PRESIDENT; 
ALBERT C. CHILDS, VICE PRESIDENT IN CHARGE OF SALES; AND 
EARL F. REED, CHIEF COUNSEL—Continued 


Mr. Humpnrey. If I may, Mr. Chairman, I would just like to refer 
to one other thing in yesterday’ s testimony. 

You asked about some information with respect to scrap. I told 
you that I did not know whether we could get suitable figures or 
not. I have checked into the matter carefully and I find that we 
can supply you, without too much difficulty, figures similar to those 
that were furnished by the other two companies that gave you fig- 
ures. We will have those data prepared, and as soon as they are pre- 
pared, we will send them to you. 
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Senator Kerauver. We thank you very much for your cooperation, 
I thought the information was pertinent and important, and you are 
going to furnish us the information. 

Can you give us generally the information about scrap at the present 
time ? 

Mr. Humpnurey. No, I cannot give it to you now. But we checked 
last night with the office, and we find that that information can be ac- 
cumulated, and we will accumulate it and we will see that you have it, 

Senator Keravver. It will be made a part of the record when it 
comesin. Howsoon will that be, Mr. Humphrey ? 

Mr. Humpurey. I should think just a few days, just as soon as we 
can. 

(The material referred to may be found on p. 818.) 

Senator Kerauver. We hope you will send it to us as soon as pos- 
sible, because the staff will start making its report as soon as this hear- 
ing is over today. 

Mr. Humpnrey. Of course, my testimony with respect to it, its 
applicability and the way in which it can be used, of yesterday still 
obtains. There is no change in that. 

Senator Krravuver. Yes; we understand that you have misgivings 
about the value of any calculations based upon the amount of scrap 
and the price of scrap. 

Mr. Humpurey. Calculations can be made, but it is an enormous 
job and they cannot be made just from the data that you will have 

efore you. 

Senator Krrauver. While we are talking about scrap, Mr. Hum- 
phrey, we had some discussion about the trend of the price of scrap, 
that is, whether the lower price was going to continue or not. Here 
is an article from the Wall Street Journal of November 4 by a staff 
reporter in Pittsburgh which we will make a part of the record. 

(The article referred to follows :) 


WEEK’s STEEL Propuction To SHow LITTLE CHANGE IN THREE Bia CENTERS 
STEEL SCRAP MARKET WEAKENS FURTHER AS BIG USERS BUY ONLY SPARINGLY 
By a Wall Street Journal staff reporter 


PrTTsBuURGH.—Steel output will show little change this week in the three major 
producing centers of Pittsburgh, Chicago, and Youngstown, mill schedules in- 
dicate. 

A slight gain in operations charted for Pittsburgh district mills will be offset 
by a drop in the Chicago area, while production in Youngstown will hold un- 
changed from last week. 

The Pittsburgh district rate is scheduled at 82.8 percent, compared with 81.6 
percent last week, while Chicago is set at 80.3 percent, against last week’s 81.2 
percent. Youngstown area operations will continue at 66 percent. 

Steel producing nationally last week ran at a scheduled 79.1 percent, the low- 
est scheduled rate for the industry since early July. With few exceptions, pro- 
ducers don’t expect operations to rise much above current levels during the rest 
of the year. 
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Production has held within a narrow range of about 4 percentage points since 


the July low and for the past 2 months has run like this: 
Rate (percent 


Week beginning: of capacity) 


The downturn in production has been particularly disappointing to steel- 
makers because it has developed in a period when most of them had expected a 
seasonal upturn. Larlier belief in a comeback had been based largely on expecta- 
tions of heavy buying of steel by the automotive industry, but that has failed 
to materialize. 

Still, the industry will wind up the year with one of its best production rec- 
ords. Even if operations don’t rise above the present rate, 1957 output will come 
close to the 115,200,000 tons produced last year which ranked second to the 117 
million tons made in 1955. 

Prospects for early next year are generally not deemed to be any brighter than 
they are for the next 2 months. Two big producers, United States Steel Corp. 
and Bethlehem Steel Co., went on record last week with estimates that produc- 
tion probably won’t improve in the first quarter. And various other steel com- 
panies are reappraising their views on the short-term outlook. 

The sensitive steel scrap market responded to last week’s steel developments 
with a show of further weakness. Prices were down in Pittsburgh, Youngstown, 
Cleveland, among other points. But in most cases prices were nominal, for steel 
mills stayed out of the dealer market except for occasional sorties for minor 
tonnages. 

With scrap they have in stock and the supply they generate in their own 
operations and get back from customers, steel companies are in no hurry to buy 
scrap even though prices have fallen to their lowest levels in several years. One 
big company in this district indicates it might not be interested in open market 
scrap until the second quarter of 1958. 

Price of No. 1 heavy melting scrap in Pittsburgh declined last week to around 
$34 a ton, based on a market appraisal in the absence of significant buying. That 
represented a drop of $5 a ton since mid-October. 


Senator Keravuver. The high point of the article is to the effect 
that the soft lower price is going to continue not only the rest of this 

ear but until the second quarter of 1958, apparently. That is the 
indication. 

I will read two sentences: 


The sensitive steel scrap market responded to last week’s steel developments 
with a show of further weakness. 


Then in the next paragraph: 


One big company in this district indicates it might not be interested in open 
market scrap until the second quarter of 1958. 

The suggestion is that the situation is not a temporary one, that it is 
going to persist even to the point where one large buyer is not going 
to be interested in buying the scrap until the second quarter of 1958. 
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Mr. Humpurey. I think, Mr. Chairman, that if anybody could 
really, with assurance, prognosticate the future of scrap prices, that he 
would make so much money that he would not continue as a news- 
paper reporter or an editor or a publisher. There is no place I know 
of where he would make more money easier than you could if you 
really knew what scrap prices were going to do. 

Senator Krerauver. The thing that bothers me, Mr. Humphrey, is 
when increased costs persist for 3 or 4 months and there might be in- 
dications that they will continue, steel companies seem to have no 
hesitation in raising the price. So that I would hope the converse 
would be true, that where you have a lowering of the cost of scrap, 
substantially since June of this year, up to the present time, with 
indications that it is going to persist for some time, there should not be 
any delay in making an adjustment downward, just as you make an 
adjustment upward when the costs are higher over a substantial 
period of time. 

Mr. Humeurey. The scrap business is peculiarly a business where 
judgment and experience pays off in a very handsome way. 

Senator Keravuver. Just how long does this softer lower market of 
scrap have to persist before management takes it into consideration 
in lowering the price of steel, Mr. Humphrey ? 

Mr. Humeurey. I do not know. It is not simply the current mar- 
ket that has to be appraised. You have to take into consideration a 
great many other things. Just how you arrive at judgments and just 
how you do it, I think different people do it in different ways. Some 
people are able to do it a little better than others, and those that do it 
the best, of course, run the best businesses. 

Senator Kreravuver. Will you have the management of National, at 
some time along the line, make an independent decision on whether 
the lower scrap market justifies a reduction in the price of steel, or 
will you wait until United States Steel’s management makes a decision 
on that ? 

Mr. Humeurey. We will make an independent decision as to what 
we do about the scrap business, just as we do about all the rest of our 
business. 

Senator Keravver. I am talking about the price of steel, Mr. 
Humphrey. 

Mr. Humpurey. All of the decisions with respect to our business 
are made by us, not by anybody else. 

Senator Krerauver. Do you mean, Mr. Humphrey, that your identi- 
cal raises following United States Steel were each worked out in- 
dependently without regard to what United States Steel had done? 

Mr. Humpurey. Whether or not we meet the United States Steel 
Corp. or anybody else’s price at any time, we decide and not some- 
body else. The steel corporation does not decide it; we decide it. 

Senator Keravuver. I can understand you going down to meet the 
lower price of United States Steel 

Mr. Humenurey. That is what we did this time. 

Senator Keravuver. To be competitive. But I do not understand 
this going up to be competitive. 

Mr. Humenurey. As I said to you yesterday, it is possible that we 
might have gone higher if we had been doing it all by ourselves. 
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Senator Kerauver. If you had gone higher, you think you would 
not have gotten any business, but if you had not gone quite so high, 
would you have been more competitive, Mr. Humphrey ? 

Mr. Humeurey. I do not know. 

Senator Kerauver. Why do you not try it some time? 

Mr. Humpueey. I think when we think that we ought to do it, we 
will. 

Senator Kerauver. Mr. Humphrey, while we are on that subject, 
do you have a copy of this document of July, the Senate Finance 
Committee hearings with Senator Kerr, this 659-page epistle which 
you referred to yesterday ? 

Mr. Humeurey. Yes, sir. I had not seen it until they handed it 
to me today. 

Senator Krrauver. While we are on this subject, suppose we turn 
to page 613, the top of the page. My colleague from Tennessee, Sen- 
ator Gore, joined in the questioning that day. Senator Gore said: 


You said it is a reasonably soft supply situation in the steel industry now? 


Mr. Humpnrey. Just where is this? 

Senator Kreravuver. The top of page 613. 

Mr. Humpurey. Yes, I see it. 

Senator Kerauver (reading) : 

Secretary HumMpurey. That is right. And I would think today, under today’s 
conditions, in some lines the lowest seller would set the price. 


Senator Gore. Well, you said a few minutes ago that you expected that all 
six companies would meet the price announced by United States Steel. 


This testimony was in early July, I believe. 

Secretary Humpurey. That is right, and if they can sell their goods at that 
competitive price and get a reasonable operation, that will be the price. If 
they find they cannot sell at that price, I would expect that you would see some- 
body else cut it lower and get some business. 

Senator Gore. But so long as production—— 

Senator HUMPHREY 

Mr. Humrurey. Not “Senator.” 

Senator Kerauver. We do have a Senator Humphrey, a very fine 
man. 

Continuing, since we have got you designated as “Secretary Hum- 
phrey” and not “Senator Humphrey”: 








Senator Gore. But so long as production 

Secretary HumMpurey. So long as he can sell at his price, if you can get $6 
for your steel, I am just a little ashamed of myself if I cannot sell equally with 
you and not get $6, but if I cannot, rather than shut down, I will take $5 and 
take some business, and that is the way it works. 

Now, Mr. Humphrey, I do not exactly understand that. You talk 
about so long as you can sell at that price. I suppose you are talking 
about United States Steel ? 

Mr. Humpurey. | am talking about the price of the low man, who- 
ever he is, whether it is United States Steel or whoever he is. 

Senator Kerauver. And so long as he can sell at his a if you 
can get $6 for your steel, “I am just a little ashamed of myself if I 
cannot sell equally with you and not get $6.” 

In other words, if the other fellow gets a price of $6, you are a 
little ashamed of yourself if you cannot sell equally with him and get 
$6 for your steel, as I understand it. 
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Mr. Humpnerey. If he is the low man, if he is the man that sets a 
price that I think is the low price and is a reasonable and proper 

rice and adequate price, then if I cannot get that, I feel that there 
is something the matter with my sales. 

Senator Kerauver. There really is not any low man. They are all 
the same price. Let us take your words. Suppose the low man raised 
his price to $25. Would you feel ashamed of yourself if you did not 
get your price up to $25? 

Mr. Humpurey. I would think that if the low man went to $25, 
there would be some very good reason for his doing so. And if the 
reasons that affected him in doing so affected all the rest of the in- 
dustry in doing so, it probably would affect me in doing so. It would 
mean that something had happened that required a substantial in- 
crease in price, and if it were justified, then I would feel very badly 
if I could not get it. If it was unjustified, it would not last a minute. 

Senator Krerauver. Would you be ashamed of yourself if you did 
not get $25, too ? 

Mr. Humpurey. I would be ashamed of myself if I could not get 
the price that was justified, that conditions justified, yes, sir; that 
other people could get. 

Senator Kerauver. As I interpret that, Mr. Humphrey, you would 
be ashamed of yourself if you did not get what the traffic would bear. 

Mr. Humpurey. No, not necessarily, not a temporary market. As 
I explained to you at length yesterday, Senator, you do not run a 
business for a day. These businesses do not grow up and prosper if 
you are so shortsighted that you take advantage of a little turn, each 
little turn. Your customer and your customer’s success and his growth 
and his expansion is just as important to you as your own, because 
you cannot grow and expand and prosper if your customer does not. 
You are all together. You cannot grow and expand if the public does 
not get a product which the public can buy within reason of their 
means and thereby create the demand. 

When you are furnishing a raw material to make goods that are to 
be sold to the public, it has to be provided at a basis which meets with 
public approval, which the public will buy, which they select as some- 
thing they want to buy in preference to something else. So that they 
make a demand for your customer, your customer’s product makes a 
demand for you, and thereby you grow. 

Now, all those things have to be taken into account in determining 
what sort of a price you ought to try to make and ought to try to get 
over the long pull in your business. 

Senator Krerauver. On the preceding page, Mr. Humphrey, you re- 
ferred to the person that you were talking about getting $6 for his 
steel and you would be ashamed of yourself if you could not get $6 for 
yours, as did United States Steel Corp. That is set forth at the top 
of page 612 and down to about two-thirds of the way down. 

So if United States Steel fixes the price at some amount, you are 
going to feel ashamed of yourself if you cannot get the same price for 
your steel ? 

Mr. Humpurey. Not necessarily. If United States Steel happens 
to be making what then is currently the lowest price, I would feel that 
I ought to get it. If somebody else makes a lower price, I would feel 
that I probably would have to meet that and would want to meet that. 
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If I could not sell my goods at the same price that they did, I would 
feel that they had a better sales department than we did, or that there 
was something wrong in our contacts with our customers and our 
relationships. 

Senator Kerauver. Mr. Humphrey, it is not a lower price; it is 
the only price, according to the records here. 

Mr. Humpnrey. Somebody makes a — and then you decide 
whether, in your opinion, that is going to be the low price or not; and 
if it continues to be the low price, then that isit. If somebody makes a 
lower price, you are immediately confronted with the problem of will 
you meet the lower price or will you let that man, depending upon his 
volume, fill up and get out of the way and then come in. You can take 
your choice. But if you propose to participate in the market, if you 
propose to move your goods to your customers and keep your customers 
competitive, you either have to meet the low price or let the other 
fellow take the business. 

Senator Keravuver. Mr. Humphrey, you refer to United States 
Steel’s price in this instance, as the low price. But with some few 
exceptions on premium products, it is not only the low price, it is the 
high price also which you are meeting, the only price. 

Mr. Humpurey. It is the price at the time and somebody else may 
make a lower price tomorrow, and if they do make a lower price 
tomorrow, then they present the problem for us to decide if we will 
meet their price. It can be anybody. It does not need to be United 
States Steel. It can be anybody with a substantial production. It 
can be anybody with a little production. And it presents a problem 
to us to decide what we will then do. 

Senator Krerauver. I was interested in your saying if somebody 
else decides on a lower price tomorrow, there might be a change. 
But we asked United States Steel about it and they could provide 
only 1 or 2 examples; and that was just for a short time when any- 
bady else had made a lower price than United States Steel. 

Did you find where you had ever made a lower price on a product 
of which you were the highest producer, such as cold-rolled sheets 4 

Mr. Humpnery. I did not look it up, Senator. 

Senator Krerauver. Sir? 

Mr. Humenrey. I did not look it up. 

Senator Keravuver. I asked you yesterday. 

Mr. Humenurey. Yes. Well, we have not any data here. 

Senator Kerauver. Do you remember any time at all? You have 
been with this company a long time. 

Mr. Humpurey. As I told you yesterday, prices have fluctuated both 
up and down many times in many amounts in many ways on very 
many occasions; and just who did it first or who cut the price or who 
made a new price either up or down, I cannot possibly tell you now. 

Senator Kerauver. If you had ever been the leader in lowering the 
price of cold-rolled bars, of which you are the chief producer 

Mr. Humpnrry. Sheets. 

Senator Kerauver. I mean cold-rolled sheets. Mr. Millsop would 
certainly remember it. In the history of the company, can you remem- 
ber where you ever acted first ? 

Mr. Humeurey. We have only had this large production for a com- 
paratively short time, Senator. 
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Senator Krerauver. My question was: Can you or Mr. Mileon 

Mr. Humpurey. We were a very much tae producer until very 
recently. 

Senator Kerauver. My question was: Can you or Mr. Millsop re- 
member in the history of your company where you have taken the 
lead on cold-rolled sheets ? 

Mr. Humpeurey. I cannot give you a date without looking it up. 

Senator Keravver. Can you, Mr. Millsop? 

Mr. Mitisor. Not without examining the records. 

Senator Keravuver. I asked you yesterday. Would you remember 
if you had ever taken the lead ? 

Mr. Mitusor. No; I could not remember a thing like that at this 
time and place, Senator. 

Senator Krravuver. I must say that in our records—we have it back 
for several years—we find that you have never taken the lead. 
United States Steel has generally fixed the price up and fixed the 
price down for your main product, even though you are the largest 
producer. That has been true since 1951. Prior to 1951 an order 
was issued by the Federal Trade Commission against you, United 
States Steel, and the other steel companies for conspiring to produce 
identical prices. 

Mr. Humeurey. I think this, Mr. Chairman: I think that United 
States Steel is the largest producer, a very well managed, a very con- 
servatively managed concern over a long period of years. Since the 
days of Judge Gary they have been very public- minded, very con- 
science-minded. They have been very thoughtful and very wise in 
trying to determine the long-term best interests of the business, and 


they know that the long- term best interests of the business is to pro- 
duce a product that will gain in volume and gain in use, and that to 
do that they must make the best product for the purpose for the least 


cost, to get the public over a long period of time to buy their product 
instead of somebody else’s, and to continue the expansion of the busi- 
ness as a whole. 

I think in view of that wise publicly minded long-term thing, I 
think it has paid off in the industry because of the 1 ‘apid g srowth of the 
industry and the continued growth of the industry and the continued 
fact that steel is better than most other products for most things 
within its field; that that expansion is due to that; and I think, as a 
result of that sort of managament and that sort of thinking, probably 
most of the time the steel corporation has been the low man, and 
most of the time the steel corporation’s prices have been lower than 
other people, than a number of other people, not all, but than a num- 
ber of other people in the steel business would have been glad to have 
and thought might have been desirable. 

I think they have been an influence in operating their own business 
for the best interests of a long-pull operation. From my point of 
view, I would like to compliment them on their wisdom over the time 
that I have been in the business. 

Senator Krrauver. Mr. Humphrey, as I understand what you are 
saying, it is that United States Steel Corp. has set the price ‘of steel 
products generally over a long period of time and that you are satis- 
fied that the management of one corporation sets the steel price and 
you think generally it is a very good thing to go along with them. 
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What role is played by you independents, who have a more efficient 
operation and who make more money on your investment, where you 
can produce more cheaply 

Mr. Humeurey. We do not always follow them, Senator, as I have 
told you, either up or down. We have currently charged more for 
steel than they have, over periods when we thought our own situation 
required it. It is not always the same, but I will tell you what I have 
said and repeat: That in a situation such as we have today, where the 
supply exceeds the current demand, that in that case the man who is 
willing to take the least money is the man you have to meet, if you 
want to participate in the business, and we want to participate in the 
business and therefore we have met their price. 

Senator Krerauver. Mr. Humphrey, Mr. Blough conceded that the 
steel companies did not have the same costs. Some had higher costs. 

Mr. Humeurey. That is right. 

Senator Kerauver. Some had lower costs. It so happens that your 
profit figures, your man-hours required to make a ton of steel, your 
selling and administrative expense over a period of years, your rate of 
profit—all suggest that you are a low-cost producer and more efficient 
producer. Why should not the public have the benefit of your more 
efficient, low-cost production in the form of lower prices? 

Mr. Humpnrery. I think to a certain degree the public has some 
participation in that benefit because of our position. I think our 
stockholders and our owners also should benefit from it, and I think 
it is management’s job to see that they do. 

Senator Krrauver. Mr. Humphrey, I have examined the prices 
submitted by your company and by all the other companies, and I can 
find in no important instance where your price was lower than United 
States Steel. 

Mr. Humrenrey. Of course you cannot, because if we made a lower 
price, everybody would meet it. They will do the same as we do. 

Senator Kerauver. Why would not that be a good thing, so long 
as you are still making enough money ? 

Mr. Humeurey. It does happen. 

Senator Krrauver. When did it happen? 

Mr. Humpnrey. Well, I have just told you that I have not the 
record before me as to when it happened. 

Senator Kerauver. Will you get the record? 

Mr. Humenurey. And the very fact 

Senator Krrauver. Will you get the record and furnish it ? 

Mr. Humpnrey. I will see. The very fact that we do have low 
costs and that others have low costs is an influence on everybody else 
in determining what they will charge, whether we do it or whether 
we do not. It has a bearing upon the price that the other fellow 
makes, so it is there, it is always there and always a factor in account- 
ing for the determination of what the price may be. 

Senator Kerauver. I find that over a period of years here, accord- 
ing to this record, you have had the same price as United States Steel 
and Bethlehem Steel on everything except hot-rolled bars and con- 
crete reinforcement bars, on which you were just a little bit higher, 
but you are a minor producer of those items. But on your major pro- 
duction, you have not passed on the benefit of your better efficiency to 
the consumer. 
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Mr. Humphrey, take the last sentence of your statement on page 
613. You say if you could not get $6, where the other fellow got $6, 
you would be ashamed of yourself. Then you say: “But if I cannot, 
rather than shut down, I will take $5 and take some business and that 
is the way it works.” 

In other words, if you are losing out and not keeping up your pro- 
duction on the $6 figure, you will reduce your increase to $5 and take 
some business; is that what you mean there ? 

Mr. Humpnrey. If we thought that is what the market demanded, 
that is what we would do. 

Senator Krravuver. Mr. Humphrey, in the first quarter of 1957 you 
were running at 98 percent of capacity. You are now down to 80 
percent of capacity. How far down in reduction of capacity do you 
have to go before you think your formula here takes application? 

Mr. Humpurey. To the point where we believe that a change in 
the price would make a difference in the demand and would stimulate 
demand and increase total demand, and that is not at the present time, 

Senator Keravuver. I would think that getting down from 98 per- 
cent to 80 percent ought to be coming somewhere close to ayer 4 into 
application your formula here of getting more business by reducing 
your price increase from $6 to $5. 

Mr. Humenrey. Not at the present time. 

Senator Kerauver. Do you not think that would stimulate your 
sales, as distinct from the industry sales, that is, it would increase 
your sales, give you more production, raise your operating revenue, 

e a wonderful example and a tonic to the country at this time? 

Mr. Humpurey. Senator, your experience and mine is a little dif- 
ferent and I just do not agree. 

Senator Keravver. You do not think it would? 

Mr. Humenrey. I do not, and I said so yesterday. 

Senator Keravuver. Can you give us any idea on how far you would 
let your production go down before you would put in your 

Mr. Humpenrey. No. It depends upon a great many conditions, as 
I have just told you, and I cannot estimate at what point that would be 
true. 

Senator Keravver. I understand Bethlehem is only working 3 days 
a week at one of their plants, Johnstown, at the present time. 

Mr. Humpnurey. I do not know anything about Bethlehem. 

Senator Keravuver. Are you working full shifts now ? 

Mr. Humrurey. We are working pretty well. 

Senator Keravver. At all plants? 

Mr. Humeurey. At both places. 

Senator Keravver. At your two plants. You are not working as 
fully as you were in January ? 

Mr. Humepnrey. No. 

Senator Keravver. I cannot understand, not speaking of the steel 
industry as a whole, but why a reduction in the price increase to $5 
which you are talking about here would not give you more business. 
Would not this help National? Would not more buyers come to 
National to get their steel ? 

Mr. Humpuerey. All I can tell you, Senator, is perhaps if you had 
some experience in the steel business you would understand it better. 
I have tried to explain it as best I can. 





ADMINISTERED PRICES 873 


Senator Kerauver. Mr. Humphrey, we had three distinguished 
heads of steel companies before us up to this point. Our first was Mr. 
Roger Blough, the chairman of United States Steel. In talking about 
competitive prices, Mr. Blough gave this definition : 

My concept is that a price that matches another price is a competitive price. 


If you don’t choose to accept that concept, then, of course, you don’t accept it. 
In the steel industry we know it is so. 


It says on the next page: 


I say the buyer has more choice when the other fellow’s low price matches 
our price. 

That is the concept of Mr. Blough. 

Mr. Homer of Bethlehem Steel was before us, and he did not dis- 

ute that his company was more efficient and had a lower cost of pro- 

uction than United States Steel. He said that his conception of 
a proper price in competition was for all producers to have the 
same price and let a less efficient producer set the price. 

Do you agree with Mr. Blough or Mr. Homer, or what is your 
philosophy of price competition in the steel industry ? 

Mr. Humrnurey. I have explained it, Senator, many times yesterday 
and again today, and I do not think I can add anything to what I 
have previously said on that subject. 

Senator Krerauver. Do you think Mr. Blough’s idea of the same 
price being the most competitive price is correct ? 

Mr. Humpurry. I have explained my situation, and I do not think 
that it is ae for me to comment upon the testimony of my 
competitors. I have told you what we do. What our competitors do 
is up to them, and I do not think it wise or proper or suitable for me 
to comment upon their testimony. 

Senator Kerauver. Mr. Humphrey, inasmuch as you 

Mr. Humpnrey. I will tell you the facts as I know them with respect 
to our business. I am very glad indeed to do that in every way that 
Ican. I do not care to comment on how our competitors have handled 
their affairs. 

Senator Keravuver. Inasmuch as you generally accept and use the 

rices fixed by Mr. Blough or by the management of United States 

teel, I would think it might be interesting if you would comment 
ere his views or at least tell us whether you think that is the kind 
of competition that we should have in a free enterprise system. 

Mr. Humpurey. I have just told you I do not care to do that. 

Senator Keravuver. Mr. Hasaphrey 

Mr. Humpurey. I will tell you all I can about the facts and about 
our own situation. 

Senator Keravver. Very well. Mr. Humphrey, I know you do not 
care to go over all your previous testimony, but I do wish to call your 
attention to page 103 of the Finance Committee hearings. As I under- 
stood on yesterday, you said that while you did not want to comment 
ipecitically on it, you stood by everything that you had said in the 
hearings before the Finance Committee. 

Mr. Humenurey. That is right. 

Senator Keravuver. At the top of page 103 in a colloquy with 
Senator Kerr, you said: 


Well now, I am glad to do that, and the reason that these inflationary pres- 
Sures are on us now is because of the great prosperity which the country is 
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enjoying at the present time. It is the demand for building, it is the demand 
for goods, it is the demand for all sorts of things that are exceeding the supply, 
and that is what is putting the pressures, the inflationary pressures, on us today. 
Then following that at page 112, Senator Kerr 

Mr. Humpnrey. What page? 

Senator Keravver. At the top of page 112, Senator Kerr asked you 
what items were in short supply that were exerting these inflationary 
pressures generally, and you said many times that you would get a 
list, and so forth. 

Mr. Humpnrey. And I did get a list, and I presented the list. 

Senator Kreravuver. Yes, sir, you presented a list which appears on 
page 192 of the hearings. It says: 

Items reported in short supply by members of the National Association of 
Purchasing Agents. 

You were testifying in June and July. As of the time you were 
testifying, the only ones out of this list of many that were in short 
supply were nickel; steel, structural; steel plates, and then something 
called steel shapes. That is correct, is it not, on your list ? 

Mr. Humenrey. That is correct; and my testimony with respect 
to that list, I think, would be very appropriate to add, if you want to 
comment on it. 

Senator Keravver. I am just talking about the steel items. I think 
from what I read, there may be some continuing shortage of nickel, 
but I wanted to ask about these steel items, which were the only ones 
outside of nickel according to this list that were in short supply. 

Would you say they are in short supply today ? 

Mr. Humpnurey. I would say that there still are a few items, a few 
things, that are in short supply; but the great bulk of steel items are 
in ample supply today. There are a few large structurals, there are 
a few heavy plates, there are a few sizes of different kinds of pipe that 
still are tight, that you cannot get prompt delivery; but the great 

majority of things you get prompt delivery, but not everything. 

Senator Kerauver. Production of steel plates is down. 

Mr. Humrenrey. But that is all kinds of plates. It is not particular 
kinds of plates. The list is getting closer and closer to ample supply 
in all materials, but there still are a few where you cannot get prompt 
delivery. 

Senator Kerauver. From the American Iron and Steel Institute’s 
figures on production and from the Bureau of Labor Statistics data 
on prices, we have prepared some charts, Mr. Humphrey, which show 
the price and production trends of these various items of steel, which 
make up about four-fifths of all steel shipments of the United States. 
I think it would be very interesting if we made these charts part of 
the record. 

(The charts referred to may be found on p. 884.) 

Mr. Humpnrey. I think that is just what I just finished saying. 
I just finished telling you that that is the situation and I think that 
that is probably right. The great majority of items are 

Senator Keravver. What is that, Mr. Humphrey ? 

Mr. Houmpnrey. I just got through telling you that that is what 
the fact is. 

Senator O’Manoney. Mr. Chairman, may I interrupt at this time? 

Senator Krravver. Yes, Senator. 
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Senator O’Manoney. Before you go to the charts, I would like to 
ask the witness 1 or 2 questions on the subject you have just finished. 

Senuator Kerauver. Yes, indeed. 

Senator O’Manonry. Mr. Humphrey, again I compliment you on 
the clarity of your expression. You say what you think and you say 
it very clearly. There is a situation, however, which I think demands 
a little explanation. You agree that when you testified before the 
Finance Committee, you felt that because of inflation, that is to say, 
increasing prices 

Mr. Humpnrey. One of the causes. 

Senator O’Manoney. One of the principal causes—may I use that 
word ? 

Mr. Humpenrey. At least one of them, Senator. 

Senator O’Manonry. One of the causes was that the supply was 
not equal to demand, or to put it in another way, that demand was 
outrunning supply and therefore the price went up. 

Mr. Humpnrey. That is right. 

Senator O’Manonry. You agree to that? 

Mr. Humpurey. That is what I believe. 

Senator O’Manoney. Just a moment ago I made a note of your 
statement, in answer to Senator Kefauver’s statement about the list 
of steel commodities which was presented at that hearing. You said 
that steel commodities are in ample supply today, and then you said, 
emphasizing it: “The list is getting closer and closer to ample sup- 
ply.” 

Mr. Humpnrey. That is correct. 

Senator O’Manoney. You also testified that National and other 
steel companies are not running at capacity ? 

Mr. Humenrey. That is right. 

Senator O’Manonry. That is corr ect, is it not? 

Mr. Humrurey. That is correct. 

Senator O’Manonery. As a matter of fact, the whole steel industry 
is running below capacity now, is it not? 

Mr. Humreurry. That is correct. 

Senator Keravuver. Eighty percent. 

Senator O’Manonry. Does that mean that demand is receding ? 

Mr. Homenrey. That is right. 

Senator O’Manoney. If demand is receding, why do not the prices 
recede ? 

Mr. Humpurey. I think they may at some time. 

Senator O’Manoney. Speed the day. 

Mr. Humpurey. I think it depends very largely—I do not know 
how good a day it will be. Maybe it will bea ood day ; I hope it will. 

I testified previously when I was in office here at this time, and 
several times, that I thought that the policies that were being pur- 
sued by the administration were already beginning to have ‘effect. 
Now, there is a lag in the operation of all of these things, a great lag, 
and it is very hard to tell. 

I testified, I believe—and I think you will find it in the record some- 
where—I have not seen this book since I was here 3 months ago or 214 
months ago, whatever it was. But I think you will find it in here 
somewhere. I testified that because of this lag, I thought, in retro- 
spect, as we looked back, that we would find that the turn had begun 
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maybe several months ago, but that we were still having the effects 
of the pressures. 

Senator O’Manoney. I think you testified to that effect. 

Mr. Humpurey. And that the pressures were gradually being re- 
duced. Now, I think the last 2 months or 3 months since I testified 
has been further evidence of that fact; and I think that this economy 
is having an adjustment in several places, that adjustments are 
going on. 

There are always adjustments going on. The adjustments that 
were going on back a year or a year and half ago were adjustments of 
increasing pressures. I think for a period of some months now—and 
I think that the experience since the time I testified is further proof 
of the estimate I made at that time—that for some months the ad- 
justments are adjustments toward reduction of pressures, and I think 
that is healthy. I think it is proper for the economy. 

I think that it is going to take some wise and very thoughtful con- 
siderations and wise judgment by the people and by the Government 
and by everybody concerned to get these adjustments made and get 
it worked out in such a way that we do get the adjustments, we do 
get the running confidence, and that we do move forward for another 
step. 

This economy never moves long in a single direction. As you move 
in a direction, you generate pressures, you generate inconsistencies 
between various kinds of goods and people and all sorts of things, 
so that you begin to get out of balance; and as the imbalance in- 
creases, you get nearer the time when adjustments may have to be 
made. Then you begin to make the adjustments. Economic forces 
develop that require the adjustments, the adjustments begin to take 
place. And if they are wisely done and rightly done and if every- 
body does what they ought to, confidence becomes established, confi- 
dence takes hold again and we take another step. 

Senator O’Manoney. There is no question we are dealing with a 
very complex thing. 

Mr. Humpnrey. Very complex, and in a very dangerous field. 

Senator O’Manoney. I was present when you testified before the 
Joint Economic Committee when we were considering the policies of 
the Federal Reserve Board. You were in general agreement at that 
time that the Federal Reserve Board was following a proper policy 
in attempting to make money expensive so that there would be less 
expansion. 

r. Houmenrey. That is right. 

Senator O’Manoney. It was a design to control inflation? 

Mr. Homenrey. That is right. 

Senator O’Manoney. You had no disagreement with that policy at 
the time, although you did indicate that, in your opinion, circum- 
stances were developing which might call for some different adjust- 
ment. 

You agree, therefore, that inflation is essentially bad ? 

Mr. Humeurey. That is correct. 

Senator O’Manoney. It ought to be stabilized ? 

Mr. Humpurey. It must be controlled. 

Senator O’Manoney. It must be controlled. 

Mr. Humenrey. If it gets out of control, it results in disaster, 
and we have seen it happen in many nations. 
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Senator O’Manoney. Of course, the power, the authority, to con- 
trol that phase of commerce, like any other phase of commerce, is 
vested by the Constitution in the Congress of the United States. 

Mr. Humpurey. No, that is not true, Senator. No constitution or 
nobody can give the control of that to anybody. That rests in the 

ublic. 

: Senator O’Manonery. Let me amend my statement. I adopted the 
word “control” from you; but what I was talking about was the pro- 
vision of the Federal Constitution that the Congress shall have the 
power to regulate commerce. 

Mr. Humpurey. That is correct, and they have power over money. 

Senator O’Manoney. It is under that provision that the Congress 
passed the Federal Reserve Act ? 

Mr. Humpurey. That is correct. 

Senator O’Manonery. Some people feel that the Congress made the 
Federal Reserve Board absolutely independent of both the executive 
branch and the legislative branch of the Government. Others do not 
feel that to be exactly true, and I am one of the latter class. I do 
not believe that the Congress could constitutionally surrender its 
power, although I acknowledge freely that Congress frequently does 
not exercise its power. 

Mr. Humrurey. That is again a matter of degree largely. 

Senator O’Manonry. Yes. But the time is here now when we have 
found inflation, such as you have described in your previous testimony 
and again today, has driven prices up because of increasing demand 
demand beyond the supply. Now we are facing the curious condi- 
tion in which prices remain high, though the demand is falling, and 
you say the time will some when that will have to be adjusted ? 

Mr. Humenrey. We are all in an adjusting period. 

Senator O’Manoney. By whom will it be adjusted ? 

Mr. Humpurey. I think economic conditions will require adjust- 
ments. They always have heretofore and I think they probably will 
again. 

cites O’Manoney. Should it be done by management in busi- 
ness or should it be done by the people through Congress and their 
Government ? 

Mr. Humeurey. Oh, no; economic pressures will adjust it in a way 
that Congress and nobody else can. rater in my opinion, you can- 
not, Congress cannot, legislate with respect to economic conditions and 
pressures any more than you can legislate with respect to the law of 
supply and demand. 

enator O’Manonety. The Reserve Board Act had 

Mr. Humpurey. Any more than you can legislate the law of gravity. 
Just let me finish, if you will. You cannot legislate the law of gravity 
and you cannot legislate on the law of supply and demand in a free 
country any more than you can on the law of gravity. 

Now, you can temporarily, as long as your money lasts and as long 
as you can afford to buy gasoline and an airplane, you can delay the 
law of gravity. But when your money runs out and your gasoline 
runs out, the law of gravity will take you down, and there is nothing 
you can do about it. 

The same thing is true of the law of supply and demand. As long 
as your money lasts and as long as you can supply the funds to offset, 
to avoid the law or ignore the law, you can get away with it. Buta 
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time will come when your money will run out and the law of supply 
and demand will take effect, and it is anybody’s money, including the 
money of the United States of America. We have not got money 
enough to defy natural laws long. We can try and we can waste our 
wealth trying to do it, but you cannot succeed in the long run. 

Now, I think that what you have to do is to take into account and 
recognize natural laws. You can ameliorate to some extent, just as you 
can the law of gravity. You can get off the ground and go "for a while 
and it is a great thing to do, but you have to very carefully watch your 
step to see that you get down in time, or you get in a lot of trouble. 

enator O’Manoney. Soviet Russia is doing that right now. 

Mr. Humpnurey. You can do the same thing with the law of supply 
and demand and other economic laws. You can ease their pressures; 
you can slow down their pressures. You can make it a little better in 
the transition periods, if you are wise and very careful, but you cannot 
ignore them. 

Senator O’Manoney. Did you actually mean to say that the Con- 
gress should not attempt to regulate these pressures ? 

Mr. Humpnurey. No. 

Senator O’Manonry. You did not? 

Mr. Humpnrey. I mean exactly what I have just said; that you can, 
if you are wise enough and careful enough, you can help in these transi- 
tion periods to ameliorate bad effects. Just like an airplane; the 
higher you go and the longer you go up, the harder you are going to 
come down. 

Senator O’Manoney. Oh, yes; those who sit in lofty places tumble 
farthest when they fall. 

Mr. Humenrey. That is right, and that will happen in the law of 
supply and demand, just like it does in the law of gravity. 

Senator O’Manoney. What we fear is that in the steel industry, 
those who sit in lofty places may tumble very far and take a lot of the 
rest of us with them when they do fall. 

Mr. Humpnrey. That is right. And if we are not wise enough 
and if the Congress is not wise enough and the people are not wise 
enough—what you can do, Senator, and I have said this time and 
again, and I believe it as thoroughly as a man can: The greatest thing 
you can have in America is confidence to ameliorate economic condi- 
tions. If you lose confidence, if the people lose confidence in a situa- 
tion, they can cause a great deal of difficulty. 

Senator O’Manoney. Of course, there can be no doubt about that. 
But what I am trying to clear up on this record is, I believe, the mis- 
interpretation which can be given to what you have testified here; 
namely, that the adjustments should not be undertaken by the repre- 
sentatives of the people. You donot mean that ? 

Mr. Humeurry. I did not say that; I did not say that. 

Senator O’Manonry. I said a misinterpretation. 

Mr. Humpnrey. Oh, no. 

Senator O’Manonry. You did not mean that? 

Mr. Humpnrey. No, no; I did not say it; I did not say it at all. 
In fact, I said just the contrary. I think that the Congress can and 
should take very appropriate action, All I am saying is that the 
Congress should watch its step; that if the Congress is not wise 

Senator O’Manoney. We have to watch our step. Too many peo- 
ple are watching us. 
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Mr. Humpurey. Indeed, you do have to watch it, and, if you do 
things that shake confidence, there is nothing you can do that will 
repair it. 

Senator O’Manoney. What can you advise us now, Mr. Humphrey, 
to do with respect to this problem of the inflationary prices at a high 
level, with the demand going down, or do you care to comment ? 

Mr. Humpurey. Yes. Senator, I will just say this: I think that 
the process that we are going through is slowly and gradually becom- 
ing effective without too much loss of confidence, and I think our 
adjustment is on the way toward being accomplished. I think that it 
requires the watching of all of the governmental authorities, the Exec- 
utive as well as the Congress, and I think there is an opportunity, if 
wisely handled, to have these adjustments take effect, and I have 
tremendous faith in the future of America and in the good sense of 
the American people. I believe that, given half a chance, they will 
handle the whole tine and the thing will work out all right. I 
believe it will. 

Senator O’Manoney. I believe, also, Mr. Humphrey, that public 
hearings like this, in which leaders of industry like you come before 
the representatives of a committee of Congress and lucidly explain 
their views, have an effect upon the public mind and will aid in pro- 
ducing the adjustments that have to come. I want to say to you, and 
then I will surrender my brief time here, that the testimony which 
has been presented thus far in my hearing has demonstrated two 
things that stand out above everything else. 

The first is that the steel industry has developed a pattern by which 
all of the leading steel producers maintain an ability to secure their 
raw materials at cost. The second is that you have a pricing system 
which travels up and not down; that you follow United States Steel 
up; that you, Mr. Humphrey, testified, just as Mr. Blough testified, 
that a competitive price is a price that moves up. That is the thing 
which I think the public will not understand, and which, eventually, 
I hope speedily, management will see cannot be long carried out 
successfully. 

Mr. Humpnurry. I think, over a period, I think somewhere in the 
record—we can supply it, if it is not in here, but I should think : 
chart of the movement of steel prices would be a valuable thing to 
have. If it is not already in, Mr. Chairman—I assume it is in here 
somewhere. It moves both up and down, Senator. The fact is that 
it has moved both up and down over a period of time. 

Senator Witey. Mr. Chairman, may I ask a question ? 

Senator Kerauver. Senator Wiley. 

Mr. Humrurey. Could I interrupt just 1 minute. Senator, I just 
want to say this, if I may. Excuse me, Senator. I just want to say 
this to Senator O’Mahoney. I was talking this morning—I want to 
agree entirely with what you said about the good that can come out 
of meetings of this kind and examinations of this kind. 

Senator O’Manoney. Let the record show that the witness is ad- 
dressing the Senator from Wyoming. 

Mr. Humeurey. That is right; I want it to show that, because I 
agree entirely with what you have just said. And I said to some of 
these people here this morning that the will and the desire and the 
final understanding of what is best for the majority of the people in 
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America is what we are going to do in America, and I think the more 
the explanation of what you are doing is presented, the more they 
understand what is right and what is wrong and what gets done 
correctly and incorrectly, the better off all of us are going to be, 
because, ultimately, the people are going to decide what is the right 
thing to do, and their decisions should be guided, as well as possible, 
by expressions of knowledge that they can judge for themselves as 
to who is right and who is wrong in the determination of what they 
are going to do. 

Senator O’Manoney. Thank you. 

Mr. Humenrey. Excuse me, Alec, Iam sorry. 

Senator Keravuver. Senator Wiley. 

Senator Witey. I stated, Mr. Secretary, that my ignorance on the 
subject of steel is the same as in many other lines of human knowledge, 
but I have had a little experience in my life and I just want to ask 
you a few questions, because we have had a lot of talk about the cost 
of steel and so forth. Generally, over the years, is it true that the 
biggest cost of steel is the labor cost ? 

Mr. Humpnrey. Right now I think probably the biggest thing is 
taxes. 

Senator Writer. What is that? 

Mr. Humenurey. I think right now the biggest single item is taxes. 

Senator Witry. Taxes? 

Mr. Humpurey. I think the biggest item in the cost of steel today 
is the taxes the Government takes. 

Senator Winey. Allright. That has been going—— 

Mr. Humpurey. That goes into the price that the people pay. 

Senator Wixry. Now, then, is there any way for you to give me an 
approximation as to what percentage the raw costs of material is in 
the finished product costs ? 

Mr. Humpurey. No—— 

Senator Wier. Including taxes, wages, interest on bonds, deprecia- 
tion, and so forth, because to me we are here to get a fair picture. If 
you can answer that, then the next question is: Is it true that in the 
manufacture of steel, as it is in the manufacture of everything else, 
that, as a general rule, where you increase the number that you pro- 
duce the cost goes down; and when, for instance, instead of having 
80 percent production or 90 percent, you have 60 percent, you then 
have an increased cost per unit ? 

Do I make myself clear ? 

Mr. Humrurey. I will answer those in the order in which you asked 
them. In the first place, as to raw materials, there is no way that you 
can say what raw material costs are. And, Senator O’Mahoney, I 
want to just add this also as being applicable to your question or your 
statement: The costs, the cost of production of raw materials, is dif- 
ferent for almost every mine, it is different for almost every com- 
pany. You have different conditions in the operations that produce 
these raw materials. Some companies have some better raw materials 
than others have. Some have raw materials that even if they are 
obtained at cost are still obtained at a lower cost, so that there is no 





ADMINISTERED PRICES 881 


uniformity of raw-material cost among the whole industry. Some 
have lower raw-material costs than others, and I know of no way to 
avoid that. So there is no standard that I can say as to what raw- 
material costs are. 

Now, as to the second point, it is true—it is a matter of degree—it 
is true that you come to a point where at an exceedingly low level or 
at a point of low level your costs increase, particularly your overhead 
costs, not so much your direct costs as your overhead costs relatively 
to the production that you have. It is also true at excessively high 
levels that your costs increase because you are attempting to get more 
out of your properties than you can; so that there are median, most 
efficient costs that are somewhere between the extremes, either extreme. 

Senator Witry. Now, the third question 

Mr. Humrnurey. And that median point differs for most every com- 
pany, ee upon the kind of things that it has, whether it has 
ships and railroads and blast furnaces and mines, or whether it does 
not, and all those things. 

Senator Witry. You take the number of tons of steel that you 
produce and you take your net income, dividing the number of tons 
into the net income; what would you get? 

Mr. Humrnrey. I do not know. 

Senator Wirry. For instance, the packers say that for every pound 
of meat that they sell—I have not got it clear—there is a penny profit. 

I want to know because I am only, again, seeking to ascertain what 
the facts are in this picture, because there is a great deal of confusion 
in the minds of our people. They think that some of you big boys 
are taking us for a ride, and I want to know whether you are or not. 
That is the question, and to me I can get it answered by a few 
questions. 

Mr. Humrurey. I will see if I can give you a very rough, quick 
figure. Senator, I do not want you to hold me to this absolutely, but I 
think I have got a quick figure for you. National Steel Co.’s net 
profit after taxes in the first 9 months of this year, I think, is about 
4.5 mills per pound of steel. 

You were comparing it to the packing business. Our profit now is 
4.5 mills per pound, I believe. Now, I will have to check that to make 
sure, but I think that is it. 

Senator Witry. What would you get for a pound of steel? What 
would be the price? 

Mr. Humenrey. I will just take an average. You see, it all varies 
in price, but let us take steel. About 8 cents. 

Senator Winey. Eight cents? 

Mr. Humeurey. Let us call it 8, 8.5 cents a pound, and our profit is 
4.5 mills. 

Senator Wirry. Just one other question, Mr. Chairman. 

We have had a hearing in relation to—— 

Mr. Humpurey. Senator, I will have to ask, to be sure that these 
figures are verified, because I did this very quickly 

Senator Keravver. You submit any modification that you wish to 
make, if you wish to make one. 
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Mr. Humpenurey. Thank you. 

Senator Wirry. I wanted to get your philosophy in another line, 
because I think you have done very well in these several hearings, and 
it is this: In these times of danger, international crises, and in these 
times of challenge in relation to domestic things such as inflation, I 
wanted to get your reaction to the obligation of « companies in relation 
to their public relations. 

We realize there is a great deal of agitation seeking to get people 
to think that business is rotten, and all that. I am not one who does 
that. I feel that history shows that our country has been saved in 
1 or 2 instances at least by the great productivity of our plants and our 
steel industry, and so forth. 

But there is this question we had with the oil companies: When they 
had an opportunity to handle the situation in Europe, they immedi- 
ately raised their price so that it resulted in a $100 million increase, 
it was said. To me, that was poor public relations. 

We were facing an international crisis then. I want to get your 
philosophy on that, because to ye it goes to the very basis of our 
free enterprise system, because vaders in industry have a great re- 
sponsibility in forming the elie opinion of people throughout this 
country as well as elsewhere. 

I do not know whether in my long statement I have made myself 
clear. I think I know what your philosophy is, but I would like to 
have it expressed publicly. 

Mr. Humpurey. Senator, I do not think that I am in any position 
to comment authoritatively on the oil business at all. 

Senator Wintry. No, I do not want it on the oil business. 

I want it on your business. 

Mr. Humpnrey. But I remember the circumstance that you refer 
to, and I was a public servant at that time. The oil resources of 
Europe were shut off one day. They are dependent on oil and on 
the use of oil. Nobody knew how long their supply would be shut 
off or how soon it would be disastrous to them. There were estimates 
made by the various governments as to matters of a few days and 
matters of a few weeks and nobody knew exactly. 

It was incumbent upon this country or this hemisphere and the 
oil companies operating in this hemisphere to attempt to make up 
that shortage and to attempt to keep Europe alive for a period of 
time that nobody knew how long it might be. Most companies went 
to very considerable expense in a complete shifting of their shipping 
all over the world. Ships were diverted all over the world to try 
to meet an emergency situation and all supplies were started to be 
increased that were uneconomic under normal conditions, and sup- 
plies were sought and looked for to make up this emergency de- 
ficiency. 

Now, whether the price increase represented what it cost or had 
relation to it or not, I am not in a position to say. But I do know 
that there was an extreme emergency that was made which required 
extreme measures which were promptly adopted by the people in- 
volved, and they went to work and the deficiency was supplied during 
the time that it was necessary to do so. 
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Senator Witpy. That was not really my question. My question 
was on what Vanderbilt once said about railroads: “To hell with the 
yublie.” 

Mr. Humrnrey. I think, Senator, in the first place, that he was 
wrong when he said it. In the second place, I think there is no intelli- 
gent person running a business today that can think of such an 
attitude, and I think I have tried to outline to you gentlemen here, 
as well as I could, all day how in the long-range view of business, 
the public must be served, and if the public is not served, your busi- 
ness will decline. The business that serves the public the best is the 
business that prospers and expands. If you do not do it, your busi- 
ness will decline and it will not be long before you are out of a job 
and your business is shut up. 

Senator Winter. You answered the question, as I expected you 
would, and it is a good answer. 

Senator Krravver. Can we now get to the presentation of the 
charts ¢ 

At page 103, Mr. Humphrey laid the predicate for the so-called fis- 
cal tight money policies under the pressures of short supply of ma- 
terials, supplies, and goods. 

I have asked the staff to prepare from 1947 to the present time 
a chart showing the price trends of various kinds of steel and their 
production. The sources are the United States Bureau of Labor Sta- 
tistics, for the price index, and the American Iron and Steel Institute, 
for production. 

Dr. Blair, will you explain what the charts mean. They are made 

a part of the record. 


(The charts referred to follow.) 
Material used as a bases for these charts may be found in the ap- 
pendix on p. 1404.) 
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HOT-ROLLED SHEETS, AND TIN AND TERNEPLATE 
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PIPE AND TUBE, AND RAILS 
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Mr. Buair. Very briefly, these charts are based upon the use of 
1947-49 as the base period of 100. They are indexes of the movement 
of price and production of individual steel products from the first 
quarter of 1947 through August of 1957. We did not have the Sep- 
tember figures at the time the charts were made. The August figures, 
however, do reflect the July price increase. The figures are those 
of the end of each quarter. They are not quarterly averages but 
reflect the level of production and price as of the month at the end 
of each quarter. 

The first chart is on cold-rolled sheets. It will be noted, as is true 
of most of these other products, production fell severely in 1952, due 
to the big steel strike at that time. 

Beginning in 1956 and thereafter in 1957, cold-rolled sheets were 
characterized by a sharp decline in production and an irregular but 
occasional increase in price, the latest price increase coming in July. 

Senator Keravuver. On cold-rolled sheets, the production seems to 
have fallen from the 1st of January 1956, from an index of about 225 
to about 140 in August 1957. 

Mr. Buair. That is correct, sir. 

Senator Kerauver. The next one under that is cold-rolled strip ? 

Mr. Buiatr. That is correct. Cold-rolled strip has shown much the 
same type of price pattern—stairstep increases followed by a 
plateau and then a further increase, or what could be described as 
irregular upward flexibility. At the same time, production has 
dropped very substantially since 1953 and again from 1955 to 1957, 
the production of cold-rolled strip now being at an index of 75 as 
compared to the 1947-49 base of 100, and to a level of around 120 at the 
first of 1956. The products in this chart demonstrate a sort of opening 
scissors movement in 1957, with one grade, price, moving up and the 
other, production moving down, not exactly the classical behavior of 
supply and demand. 

enator O’MAuonery. This is an exception from the agricultural 
situation. 

Mr. Buarr. Indeed it is. Hot-rolled sheets, and tinplate, and terne- 
late are shown on the next chart. Hot-rolled sheet is also marked 
y a very substantial decline in production from 1955 to 1957, and 

again, by a stairstep type of increase in price. The opening scissors 
effect on cold-rolled sheet, increasing price with decreasing produc- 
tion, from the first of 1956 is particularly pronounced. 

In tin and terne plate, shown in the lower grid, the violent move- 
ments of production, of course, are due in large part to seasonal varia- 
tions, as the steel companies produce relatively large amounts of tin- 
plate in the early part of the year which are sold to the can manu- 
facturing companies for the production of cans to be used in packing 
crops later in the year. 

he next chart shows in the upper grid hot-rolled bars and in the 
lower grid reinforcing hot-rolled bars. The behavior of hot-rolled 
bars is quite similar to that of hot-rolled sheets. Again we see the 
decline in production, particularly from the first part of 1956, and 
the staggered increase in price. 
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In fact, none of these products shows anything approaching any 
significant decrease in price from 1947 on, although some of them 
do manifest slight decreases in 1954. These prices, I might add, from 
the Bureau of Labor Statistics do incorporate changes in some extra 
charges and thus there will be fluctuations that are not shown merely 
in the published base prices. 

In reinforcing hot-rolled bars, production has held up better than 
has been true of most other products. This is associated with the 
continuing high level of activity in construction. 

Senator Kerauver. Hot-rolled bars seem to have gone down from 
about June to the present time. 

Mr. Brarr. Hot-rolled bars, which are used wey widely throughout 
the industry, have gone down from an index of about 140 in the early 
part of 1956 to apparently about 85 or 90 as of August of 1957. 

In reinforcing am ed bars, production has been maintained to 
a greater extent, due to the building and expanded construction pro- 
grams. But again in 1957 there is a decline in production and an in- 
crease in price. 

In pipe and tube production has held up better than in some of 
the other products we have looked at. That, of course, is due in con- 
siderable part to the continuing expansion in the petroleum industry. 

Rails, however, represent the other extreme, a very substantial long- 
term decline in production. The production of rails is now down 
to about half of the 1947-49 average, while the price, despite this 
decrease in production, has continued to mount throughout this entire 
period, now being at an index of almost 200, while production is down 
to an index of 50. 

The last chart shows structural shapes in the upper grid and plates 
in the lower. Reflecting the expansion of construction, production of 
structural shapes has been maintained to a much greater extent than 
is true of most of the other products. 

In plates, the decline in production in 1957 has been rather sharp. 
The opening scissor movement between price and production has been 
quite pronounced. 

Are there any questions ? 

Senator Kerauver. I take it, Mr. Humphrey, from the charts and 
from your testimony as to the reduction in the manufacture of steel, 
which I suppose would indicate a lessening of demand, that you feel 
this shortage of steel, which you, among other things, said was the 
basis for the so-called hard-money policies, that these charts would 
indicate that that policy is no longer applicable to steel ¢ 

Mr. Humeurey. I think that is true as of today, and I think the 
change has been coming along over, as I said a few months ago, the 
past few months, and that is what I testified to in July. 

Senator Kerauver. The reason for the hard-money policy was, I 
take it, to bring demand down to the level of supply, and when it 
turns the other way and there is a sufficient supply or an oversupply, 
capacity that is not being used, should not prices then come down! 

Mr. Humeurey. It depends on how long it continues, what the lag 
is and on general conditions with respect to the economy as a whole, 
as I have testified before. 

Senator Keravuver. I was a little bit concerned, though, about your 
statement in the Journal of Commerce that you expected an increased 
price next year. 
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Mr. Humpueey. I do not know that you are always quite accurately 
quoted, and what I said was, and what I believe is the fact, is that 
there would be a problem again next year when there is a further 
wage advance. 

Now, just what that cost is when a wage advance comes all at one 
time, it creates a problem each time as to how it is to be met. And 
when that time comes, we will again have a problem, and that is what 
I said before. 

Senator Keravuver. From your statement and from the charts 
and from the testimony here, it is indicated that the reason for the 
so-called tight money policy of cutting down excess demand no longer 
persists in the steel industry, and the only other industry that is on 
the list here that you filed as an exhibit is nickel, which is just one 
item. 

Mr. Humpurey. Of course, Senator, the ultimate thing that we 
are concerned with and that the public is concerned with are the 
inflationary pressures and the rise in the cost of living and the de- 
preciation of the dollar. Those are the basic things you are talking 
about. And as I testified then and as I testify now, we have a re- 
adjustment going on in this country which I believe is being help- 
ful in attempting to control, just as Senator O’Mahoney brought out, 
attempting to ease a transition in a readjustment period where we 
had pressures on the cost of living, and it was moving forward. Those 

ressures are being moved and the pressures are less and the cost of 
iving is not moving forward as rapidly, and I believe that up to now 
it is quite wisely handled. 

Senator Kerauver. Now that the tight money policy is no longer 
applicable to steel and to other things, that is, there is not any short- 
age, does not the continuation of the policy work a hardship, a need- 
less hardship, on small-business people who want to borrow money, 
on those who want to build homes, and upon farmers ? 

That is, the reason for it is gone but the continuation of it works 
a hardship upon everybody who cannot pass their costs on to the 
consumer or arvone else, does it not, Mr. Humphrey ? 

Mr. Humrnreey. Senator, I said yesterday, and gave the reasons 
in detail why I did not care to comment upon such questions, and 
they are just as applicable today. I will simply say that I am in 
accord and have been in accord with the policies that are being 
pursued. 

Senator Keravuver. I just say on my own that these changed con- 
ditions, without regard to the applicability prior to this time—— 

Mr. Humpurey. When I was responsible for it, I was very glad 
to talk about it, and I did talk about it at length. I am no longer 
responsible for it and I do not care to comment upon it. 

Senator Keravuver. I will turn to Senator Dirksen presently. He 
has some questions. Your time has just about run out. 

Mr. Humeurey. Pretty nearly. 

Senator Krerauver. I was interested in your comments on the law 
of supply and demand, that when there was an excess supply, an 
excess capacity, prices would eventually go down and that the law 
of supply and demand would in the long run adjust everything. But 
our concern here at this time, Mr. Humphrey, insofar as the steel in- 
dustry is concerned, is that you, the management of steel, are not 
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selene the law of supply and demand fix prices. You are not letting 
it make the adjustments. The supply is exceeding demand but you 
are artificially holding up prices and raising them even further. 

Is that not true? 

Mr. Humpurey. No, it is not true. I hope that my testimony has 
been helpful to you in trying to give you, as best I can, my ideas that 
enter into the discussion that you are having, because I am sure you 
are trying not to prove a point but to seek some information and to 
seek facts. 

Senator Kerauver. We are. 

Mr. Humpurey. And I just hope I have been helpful. 

Senator Kerauver. You have heen very knowledgeable. You first 
said you did not know anything about the steel business, but you have 
proven that. was a mistake, Mr. Humphrey. You have answered all 
the questions—whether we agree with your answers or not. 

Senator Witey. He is just modest, that is all. 

Mr. Humpurey. I said, Senator, for 5 years I had not, but I did not 
forget in 5 years all I had learned in 30. 

Senator Kerauver. Mr. Humphrey, in the ordinary working of the 
laws of supply and demand, when the capacity is not being used, 
when there is a surplus of capacity, as there is in the steel industry 
now, prices do come down, and if management is not holding the 
prices up, then who is? 

Mr. Humpurey. I do not believe I can enlarge on what I have said, 
Senator. I went all through it and I believe I expressed myself as 
best I could. 

Senator Kerauver. Does not, Mr. Humphrey, the price affect the 
law of supply and demand? Is not the price an integral part of the 
operation of the law of supply and demand / 

Mr. Humeurey. That is right. 

Senator Kerauver. You can price yourself out of the market. 

Mr. Humpurey. You can, yes, sir. 

Senator Kerauver. Then the law of supply and demand cannot 
work if management maintains a price in spite of the decline in out- 
put ? 

Mr. Humpurey. Anybody can violate the law of supply and de- 
mand temporarily, as I explained to Senator O’Mahoney. But sooner 
or later it will be operative. 

Senator Kerauver. Mr. Humphrey, one final question: With de- 
clining production and employment, with all the hardships that go 
with that, along with increasing price, is that good for the country / 

Mr. Humpurey. I think, Senator, that the steei industry—I will 
confine it to National Steel. I think we are operating’ our business 
in the best interests of the country. Yes, sir, I think so very defi- 
nitely, and I have tried to explain to you why. 
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Senator Kerauver. Mr. Humphrey, is it the American way to have 
a decline in production with a continuing increase in price? Is that 
not rather the European cartel behavior ? 

Mr. Humpnrey. I do not know what you mean. 

Senator Krrauver. Henry Ford made more cars and sold them at 
a lower price. In some of the European countries, the policy has 
been to cut production down but keep prices up. Is not that what the 
steel companies here are doing ¢ 

Mr. Humpurey. Senator, I do not think that we want to start all 
over again with relation to these charts. Of course, when you draw 
charts that really relate to production and prices, you have to have in 
mind that over a relatively short period of time—lI will just make two 
comments with respect to these charts. Over a relatively short period 
of time, from about 1939 or 1940 until about 4 or 5 years ago, the dollar 
was cut in half. So that when you make your charts, you have got 
to adjust for the reduction in the value of the dollar. That has not 
been done in these charts. 

The second thing you must take into account is that during the 

ast 5 years this country has seen the most prosperous times, the 
asest employment, the highest wages, the most production, and 
the most stable cost of living, the best times that we have ever seen in 
the history of this country; and during that period your chart repre- 
sents some degree of the great prosperity that we have enjoyed. 

Now, all those things have to be taken into account; and a great 
prosperity, the greatest prosperity that we have ever enjoyed in this 
country, as I explained to Senator O’Mahoney, raises some pressures 
and we have problems of prosperity as well as problems of adversity. 

We are encountering and we are attempting to solve and have been 
attempting to solve some of the problems of great prosperity. We 
have some adjustments to make in connection with it, and those ad- 
justments are gradually taking place. 

Senator KeEravver. Nothing is ever gained by too much recrimina- 
tion over the past; but we are interested as of the present time in the 
applicability of these policies. We are interested in the fact, also, 
that there is, as you know, an increase in the percentages of bank- 
ruptcies, particularly among small people. 

Mr. Humpurey. They are still relatively low. 

Senator Kerauver. Senator Dirksen. 

Senator Dirksen. Mr. Secretary, there is time for one question. Do 
these charts really have any value unless you put on them the cost? 
They show prices and production. It would occur to me if you had 
a plant that was geared for a million tons of steel, and your produc- 
tion went down to 700,000 tons, your unit of labor cost, your materials 
cost, would be the same as probably at the rate of 1 million tons, but I 
do not know as you get a-rebate on your property taxes if it goes down 
to 700,000. Your depreciation cost on the plant is just the same for 
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700,000 as for a million, and there are other factors that are exactly 
thesame. They are the constant costs in business. 

It just looks to me that these charts give a wholly misleading pic- 
ture, unless the costs are charted on them to see whether or not they go 
up ordown. Offhand, I would say costs go up when production goes 
down, and if you are going to make a profit, it does not necessarily 
mean that your prices will go down when your production goes down, 

The other thing I see in these charts is this: There is a very sub- 
stantial production, but your price line is pretty nearly constant. 
When your production is high, it would appear that it is a sellers’ 
market. When it falls below the line, it is a buyers’ market, but the 
price curve is a pretty constant curve, and there is no explanation on 
these charts that I can see, and I will accept them for what they are 
worth. But I accept them at a very substantial discount. Now you 
can make whatever comment you like. 

Mr. Humpurey. I would think you were probably right. 

Senator Dirksen. Thank you, Mr. Chairman, very much indeed. 

Senator Keravuver. I want to see if any other Senators have any 
questions ? 

Senator O’Manoney. No, Mr. Chairman. 

Senator Kerauver. Senator Wiley ? 

Senator Wier. No. 

Senator Kerauver. Mr. Humphrey, Mr. Millsop, Mr. Shroads, Mr. 
Reed, Mr. Childs, we appreciate very much your coming before us on 
this occasion. The record will be held open for information to be 
supplied. 

Also, if the Department of Justice will let us have the study they 
made of United States Steel back in 1952, we will have some examina- 
tion of it. 

This will be the last of the steel companies that we will call before 
the committee at this time. Our committee, however, will make a 
continuing study of the steel industry insofar as administered prices 
and monopoly is concerned. We will make a continuing study of the 
pricing of steel, because it is imbued with a public interest and we will 
watch with much interest what happens in the way of production and 
pricing of steel in the time to come. 
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The staff will make an interim report as soon as possible, which I 
know will be of great public interest. Perhaps we may not have a 
unanimous report—we may have some minority reports—but I think 
they will be helpful. I know that Mr. Humphrey has to go, so I do 
not want to hold him up now, but just speaking for myself and for no 
other member of the committee, these points are most important in 
our hearing: 

First, that generally in the steel industry, with some minor excep 
tions, the companies have the same price, with United States Steel 
being the price leader, even though in many instances it is not the 
largest producer of the item involved. Steel prices are set by man- 
agement, by the judgment of management. It is quite true that com 
petition of other types of possible substitutes—aluminum, wood, 
plastics—is considered. But as between the steel companies, there is 
no real substantial price competition. 

The second point is that the price increase seems to have been ex 
cessive. Mr. Brubaker argued, and presented some charts to leuktwesd 
his argument, that there should have even been a reduction in price 
in July of 1957 instead of an increase. Labor insisted that the wage 
increase was only about 15 cents per ton of steel. If that were the 
‘ase, the price increase, when you multiply it by 15 man-hours for 
the making of the price of steel, would be $2.25. Your company 
shows man-hours of from 14 to 16, and the cost of the wage increase 
at 21 cents, which amounts to $3.15 per ton. There are some other 
costs that have increased. I am impressed by the fact that serap has 
gone down so that the cost of scrap in a ton of steel as of the present 
time is under the average of 1956 by $3.85, according to our calcu 
lations. 

We will await with interest your figures. I said just on my own 
some days ago that I thought the industry could do a great service 
in bolstering the economy by making a $3 reduction, without doing 
an injustice to its stockholders. I thought this was particularly true 
in view of the continuing decrease in the price of scrap. 

I felt then, and I think now, that is a very modest suggestion. I 
hope that management will give this matter consideration. 

Senator Witey. Mr. ¢ ‘hairman, could I ask just two questions ¢ 

Senator Kerauver. May I just finish one other point ? 











896 ADMINISTERED PRICES 


The final point is that, without regard to the applicability of the 
tight-money policy some time back, certainly in the steel industry, it 
has no applicability at the present time. In my judgment, it is not 
appropriate to the present situation. It works needless hardships 
on small-business men, farmers, home-builders, and so forth. 

These matters will be gone into in much detail. I am sure other 
members of the committee will have contributions that they will want 
to make to the final report. 

Yes, Senator Wiley ? 

Senator Witey. Mr. Humphrey, what is the total product of the 
entire steel industry? ‘The total product of the Nation is estimated, 
as I understand it, at $440 billion. What would be the total product? 

The second question is: What is the total wage of the steel industry ? 

I understand that it is estimated that we have a total earnings of 
the individuals in this country of $354 billion income. 

It is very apparent what I am getting at. The impact of $354 bil- 
lion upon our economy, someone has said, is the real cause of the infla- 
tion. I do not know whether it is or not, but if I get those two 
figures—— 

Mr. Humpurey. Senator, I do not know. The first one you can 
look up. I do not know whether you can get the second one or not. 

Senator Wixtey. Submit them in writing, if you can. Thank you. 

Senator Keravuver. If any of the Senators wish to ask any of you 
gentlemen further questions, I assume they will write you a letter and 
it will be submitted for the record. 

Mr. Humpnurey. Thank you very much, indeed. 

Senator O’Manoney. Mr. Chairman, before we break up, since the 
suggestion has been made that members of the committee might ask 
for additional information, I would like to suggest, if it is agree- 
able to the witnesses, that National Steel should undertake to prepare 
for this committee an analysis of its selling system. We have the 
vice president in charge of sales here, but I have no desire to enter into 
any interrogation of him. The object of this committee is to get facts, 
and facts are always subject to scrutiny. 

Senator Wizey. And draw right conclusions. 

Senator O’Manoney. Yes; that isright. I would like to have a very 
frank statement of the selling system of all of the steel companies. 

Mr. Humpurey. Senator, we will examine the record and see if 
we have not fully covered it. If there is something that we feel is 
lacking that we can be helpful about, we will present it to you. 

Senator O’Manoney. For example, while I have been here, nothing 
has been said about time purchases of steel; whether you have an in- 
stallment-credit system, ie example, with any of your customers, 


and so forth; whether there is any difference in the methods used by 
your company from those used by another company. 
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It is frequently said to our committees at public hearings and in 
public speeches by leaders of industry that the days of price competi- 
tion are gone, and that price uniformity is inevitable because of 
modern conditions. But the various companies compete in other 
methods, in the art of salesmanship, and so forth and so on. Now, 
what are those differences? I would like to have the company submit 
a statement on that. 

Mr. Humpurey. We will examine it. 

Senator Keravuver. Senator O’Mahoney, would it suffice to have the 
staff get detailed suggestions from you and other committee members 
and write Mr. Humphrey and Mr. Blough and Mr. Homer and the 
other companies for their comments ? 

Senator O’Manonery. Mr. Humphrey has already indicated that, 
in going over the record of this testimony, he will be careful to see 
whether or not any statements which deal with this subject which are 
available have been omitted. In other words, I expect that it is offered 
to —— to the question by seeing to it that there is a description of 
the sales policies of the company. 

Mr. Humeurey. We will see; if we find anything that seems to be 
lacking, we will try to supply it. 

Senator Kreravuver. I would like to have a short executive session 
of the committee in about 5 minutes. 

We will stand in recess. 

Mr. Humpnrey. Thank you very much, indeed. 

(Whereupon, at 12:05 p. m., the hearing was recessed. ) 








APPENDIX 


LETTER BY ALFRED BAKER LEWIS 
{Washington Post, August 8, 1957] 


MONOPOLY AND PRICES 


Editor: 


Even more disturbing than the slow but continued inflation which the tight- 
money policy of the Eisenhower administration is unable to stop is the growth 
in the concentration of control of American industry. 

There is a definite link between the growing concentration of control of in- 
dustry and inflation. With industry dominated more and more by a few big 
concerns, prices are set less and less by competition and have become “admin- 
istered prices” instead. 

For example, the United States Steel Corp. reported a substantial increase 
in profits for the first half of 1957, compared with a similar period of 1956. 
And it was operating at only about 85 percent to 88 percent of capacity. Yet 
it increased the price of basic steel by $6 a ton. 

Only an essentially monopolistic kind of control could make it possible for an 
industry to raise prices when ¢onsumer demand for its product was not enough 
to absorb at the lower price the output it was capable of producing.—ALFREp 
BAKER LEwIis, New York. 





LETTER BY SUMNER H. SLICHTER 


MADISON, WIs., July 31, 1957. 
To the Editor of the New York Times: 

The figures on the state of the economy in the second quarter of 1957, recently 
released by the Joint Economic Committee, show important changes that should 
be of interest to businessmen and Government policymakers. The new figures 
show that the weak spot in the economy is now consumption, especially con- 
sumption of durable consumer goods, and that this weakness exists in spite of a 
fairly good increase in personal incomes. 

For more than 6 months the American economy has been merely making time. 
Physical production in the second quarter of 1957 was virtually the same as in 
the first quarter, and between the last quarter of 1956 and the first quarter of 
this year there was only a negligible rise in physical output. 

As a result, total physical production today is only about half of 1 percent 
greater than it was in the last quarter of last year. Industrial production is 
even less today than it was 9 months ago and is not even 1 percent greater than 
it was in the spring of 1956—in spite of large outlays by factories and mines 
on new plant and equipment. 

ACCOUNTING FOR LULL 


The present lull in business was originally brought about by the wise decision 
of many enterprises to reduce their inventories. But this cause does not ex- 
plain the continuation of the lull through the second quarter of 1957. 

The unsatisfactory production record in the second quarter occurred in face 
of the fact that industry was producing more than it was selling, with the 


result that the physical volume of inventories rose in the second quarter by $1.5 
billion a year. 
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The crux of the difficulty has been the reluctance of consumers to spend their 
growing incomes. Personal incomes after taxes rose by $4.2 billion a year be- 
tween the first and second quarters. But personal consumption expenditures 
increased by only $1.1 billion a year and buying of durable consumer goods 
actually dropped by $900 million a year. 

The small rise in consumer expenditures was not enough to offset the rise in 
prices, so that Americans actually consumed a smaller physical volume of goods 
in the second quarter than in the first. 


INDUCEMENTS TO BUY 


Sooner or later Americans will undoubtedly spend nearly all of the increase 
in their growing personal incomes. But at the moment many consumers are evi- 
dently paying off old debts while waiting for industry to offer better goods at 
more attractive prices. 

The job of getting individuals to spend a larger proportion of their incomes, 
and thus ending the present stagnation of the economy, is obviously not one that 
the Government can do. Only business firms can persuade people to spend a 
larger proportion of their incomes. 

But the fact that the American economy has made virtually no progress in 
increasing production for over 6 months shows that the No. 1 economic problem 
of the country is not inflation—it is the problem of restoring expansion to the 
economy by persuading individuals to increase their spending, thereby creating 
markets for a larger volume of production. 

SUMNER H. SLIcHTER. 
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U.S. Steel 
General Electric 


Socony Mobil Oil 
Chryster 

Swift 
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‘Net sales, including service and rents! revenues for companies thet derive st 
least 50 per cent of their revenue from manufacturing or mining, for fiscal years 
ending not later than January 2, 1957. Sales of consolidated subsidiaries included. 


‘Total assets employed in business net of depreciation 


The 500 Largest Industrial Corporations 


SALES! ASSETS? NET PROFITS! 
($000) (3000) ‘6 55 ($000) ‘6 'S 
10,796,443 7,400,351 2 2 847,396 1 l 
7,126,855 7,901,530 | l 808,535 2 2 
4,646,966 3,071,478 5 5 236,596 § 3 
4,228 877 4,108,950 3 3 348.059 4 5 
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1,006, 35 31,9 94 N 16 
973,715 1,219,951 2 8620 62,152 MN 38 
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) | 83,928 83 ; 9.0 63 3 
913,982 391,467 80 99 28,761 7 67 
01.26 609.429 49 4 8) 9 = «68 
876,987 343,904 = 91 85 23,603 97 99 
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761,800 622,758 4 43 65593 2 2 
761,690 736,426 32 39 94.162 19 20 
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‘including special charges of credits 
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figures in parentheses are losses 


‘Number of common stockholders at year end 
‘Average employment for year uniess followed by dagger (+) in which case year end. 
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EMPLOYEES® 
Rank 
599,243 1 
155.539 5 
178,061 4 
260,646 3 
280,497 2 
76,000 19 
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77,20 18 
129,540 8 
57,760 29 
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SALES INV. CAPITAL COMPANY 

GY Rank % Rank 

79 133 18.5 8s General Motors 
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5.1 262 119 269 Ford Motor 
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5.7 222 145 100 Procter & Gamble 

a 89 10.1 338 Phillips Petroleum 

43 34 11.5 261 Continental Can 

3 382 21.6 33 Boeing Airplane 

64 187 10.7 3S Cities Service 

' $5 12.8 23 tntorastienal Paper 

3.9 339 17.0 «108 United Aircraft 

4 318 16.6 118 General Foods 

32 34 18.9 2 North American Aviation 

3 360 18 272 U.S Rubber 

27) «415 Ll 86303 Borden 

104 65 14.4 183 Alunuaum Co. of America 

58 218 145 161 Sperry Rand 

45 298 98 Jl American Sa 

86 108 15.3 151 Armco Steel 

17.4 3 17.4 10 Cast Kodak 

149 20 14.5 179 Anaconda Co. 


"includes 1956 sales of Robert Gair (1955 rank: 215), Hazel-Atlas Glass (1955 rank: 374), 
acquired during 1956. 


‘Unaudited data as of December 31, 1956. 
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RANK 
"6 ‘35 
46 42 
4) “te 
48 59 
“9 £8 
50 50 
51 8 
8 
53 55 
54 53 
55 49 
56 54 
5? 70 
58 51 
‘9 él 
60 
61 0 
62 57 
63 f4 
64 56 
tS 58 
66 66 
67 67 
68 73 
£9 62 
1 77 
"1 65 
22 72 
13 £0 
4 69 
15 16 
6 78 
n 7 
78 79 
19 91 
80 74 
a 4 
82 83 
3 £2 
a4 89 
a5 95 
86 85 
a7 | 
88 88 
&9 9 
90 93 
31 &7 
$2 98 
$3 118 
“4 86 
$5 104 
6 92 
$7 108 
98 % 
s 127 
100 = 105 


The 500 Largest Industrials 


COMPANY 


Jones & Laughlin Steel 
Lockierd Aircraft 

International Business Machines 
Sun OU 

Inland Steel 


Greesrich (BF) 
Caterpiliar Tractor 
Youngstown Sheet & Tube 
Allied Chemical & Dye 


Americar Metal 


National Steel Corp. 
Burlineten Industries 
Wilson & Co. 

Borg- Varner"! 


Ogden 


Olin Mathiesen Chemical 


Pittsburgh Plate Glass 
American Snuelting & Refining 


American Tobacco 


Bendix Avistion 


National Lead 
Continental Oil 
Curtiss-Wright 
Kennecott Cepper 
Dow Chemical 


Allis-Chatmers 
Atlantc Refining 
International Tel. & Tel 


Monsanto Chemical 
Tidewater Oit'* 


Reynolds (R. J.) Tobacco 


General Hills 


American 
Owens-tinois Glass" 


Pure Ol 


Standard Brands 
Crown Zellerbach 
Grace (W.R) 


Campbell Soup 


Pheips Dorsge 


National Biscuit 

American Motors 

Reynolds Metals 5 
Am. Radiator & Std. Sanitary: 
Union Oi! 


Ralston Purina 
Standard Oil (Ohio) 
General Tire 2 Rubber 


Foremost Dairies 
Crane 


Merritt-Chapman & Scott 
Stevens (J. P.) 


United Merchants & Manufacturers 


Whirlpeol- Seeger? 


Pullman 


‘Includes nonrecurring profit of $5,518,030. 
“includes 1956 sales of York (1955 rank: 362), acquired June 25, 1956. 
Mincludes nonrecurring profit of $8,448,406. 


ADMINISTERED PRICES 


HEADQUARTERS 


Pittsburgh 
Burbank, Calif 
New York 
Philadelphia 
Chicago 


Akron, Ohio 
Peoria, til. 
Youngstown, Ohio 


New York 
New York 


Pittsburgh 
Greensboro, N.C 
Chicago 

Chicago 

New York 


New York 
Pittsburgh 
New York 
New York 
Detroit 


New York 
Houston 

New York 
New York 
Midland, Mich. 


West Allis, Wis 
Philadelphia 
New York 

St. Louis 

Rew York 


Winston-Salem, N.C. 


S. Minneapolis, Minn 
New York 

Toledo, Ohio 
Chicago 


New York 
San Francisco 
New York 


Camden, NJ. 
New York 


New York 
Detroit 
Richmond, Va. 
New York 


Los Angeles 


St. Louis 
Cleveland, Ohio 
Akron, Ohio 


San Francisco 
Chicago 


New York 


New York 
New York 
St. Joseph, Mich. 
Wilmington, Del. 


SALES 
(5000) 
742,642 
747,591 
734,340 
731,412 
727,152 
724,168 
685,940 
676,300 


668,938 
667,281 


664,251 
636,385 
608,968 
59? 696 


597,663 


596 673 
596,574 
59? 926 
585,191 
581,419 


576,292 
576 278 
571,065 
567,004 
565,260 


547,439 
544,865 
544 834 
541,883 


522,556 


518,349 
516.053 
500,651 
495.974 
486,185 


473,707 
462,350 
438,137 
429,841 


418,786 


410,455 
4C8 408 
405,206 
401,313 
396,425 
393,722 
392,525 
390.47? 
383,974 


27499 
42,¢¢ 


374,031 

616 
368,618 
368,221 
364,395 


ASSETS 

(3000) ‘56 
732,109 33 
789,039 2 
593,357 §2 
617,713 @ 
520,493 § 
422,244 «16 
620,609 47 
741,999 HN 
196,268 140 
699,799 37 
488 0329 65 
122,154 228 
404,104 ” 
152,979 182 

59,026 40 
555,328 55 
434586 12 
790,428 28 
321,783 &% 
353,176 87 
549 1 5) 
304,808 99 
£33,998 26 
646,283 43 
513,951 61 
700,130 3% 
760,238 8630 
602,944 51 
679,563 38 
659,394 39 
188,773 150 
559,892 54 
403,252. 8 
498,736 64 
226,166 124 
553,848 56 
433,469 4 
277,053 104 
457,218 68 
221,900 126 
224.906 125 
641,104 44 
261,232 109 
650,705 42 
171,236 = 164 
346,732 89 
237,909 119 
142,544 201 
231,906 123 
232,950 122 
3}) 5 og 
239,488 118 
191,852 147 
215,662 127 


192 


70 
97 
67 


115 
100 
55 
107 
45 


15 

82 
131 
176 
14 


105 


119 
170 


117 


NET PROFITS 


($000) 
45,122 
] 

68,785 
i nT 


52,999 


62,765 
55,404 
$3.15 


47,005 


£59 
52,502 


7,146 
36,842 
6,656 


44,5) 
55,382 


277 
S ? 


52,048 


63,152 
1247 
43,154 


59,656 


47,2108 


38,646 
7.690 


61,913 
14,957 
55,372" 
6 349 


36,560 
17.098 
73,665!* 
29,244 


f 


20,287 
19,746) 

41,240 

16,648 


34,241 


( 


14,266 
26,592 
10 £60 


10,164 


i0,s 99 
16,8332! 
13,810 
12.£08 


12,652 


“Name changed from Tide Water Associated Oli, May 3, 1956. 
Wincludes nonrecurring profit of $11,125,307 
Mincludes 1956 sales of National Container (1955 rank: 316), acquired October 4, 1956. 


‘6 
50 
8 
21 
26 
40 


$2 
n 
53 
48 
$6 


4 
106 
278 

" 


B) 


38 
62 


42 
$5 


43 


54 


4 


47 
& 


65 
66 


32 


147 
90 
198 
212 
197 


130 
207 
159 
160 


115 


‘S 
37 


15 
30 
4 


34 


44 
65 
1 
35 


15 


4 


118 


332 
53 


ill 


v6 


127 


139 


197 
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INVESTED CAPITAL 


(3000) 
451,151 
195.613 
331,662 
495,195 
368,521 


355, 60% 
275,889 
sV.615 
425,644 
120,43? 


422,312 
244,925 
85,266 


236,528 


26,859 


362.150 
374,569 
377,474 
439,923 
177,143 


260,614 
357.441 
183,337 
73.1% 
374,376 


296,272 
466,536 
765,939 
363,194 
43.761 


401,829 
131.457 
366,684 


341,864 
136.729 
370,865 
229,638 

4.406 


175,911 


} 


226,704 


"9 


391,006 


113.099 
246,684 
103,47? 

55,444 
174,33) 


135,689 
124,711 


165,542 


“includes nonrecurring profit of $23,617,000. 


sis 


a= 


sesae 


53 
45 
61 
nv 
103 


15 
57 
101 
20 
46 


66 


5! 
52 
35 


126 


16 


121 
47 
88 


54 


104 
135 
86 


42 
182 
1 
167 
231 
105 


122 


134 
183 
106 


STOCKHOLDERS 
Rank 
43,459 57 
Wats Bd 
31,024 Uy 
22,417 4 
26,600 “4 
22,309 15 
26,376 8695 
16,695 1S: 
30,500 18 
5.184 86363 
19143 197 
24.031 10S 
11,600 206 
41,338 60 
6,700 312 
53,000 46 
19468 134 
30,512 18 
84,250 29 
29,862 83 
31,078 5 
29,504 85 
66,629 3 
89.5% 26 
63,300 7 
47,449 52 
53,167 44 
62,425 33 
53,018 6 
18 ” > 140 
71,510 2 
10,7381 223 
57,087 40 
27,324 91 
40,456 62 
64.509 % 
29,907 82 
21,178 119 
17,761 143 
41,376 59 
72,262 vn 
48,50) 50 
16,250 «= «158 
79,678 30 
49,719 “a 
4.509 vA 
36,972 66 
6,235 59§ 
37,000 65 
21.079 121 
29,388 86 
10,110 234 
19,602 132 
10,917 219 
31,329 “4 


ADMINISTERED PRICES 


EMPLOYEES 
Rank 
40,999 46 
"V257 2! 
44,989 40 
71.4%3 a3 
28,743 68 
43,13) AS 
37,909 49 
31.507 9 
31,900' 58 
R110 256 
29,204 66 
49,000 35 
19,146 101 
30,750 62 
NA 
44,000 43 
34,983 53 
a 59 
18,300 107 
47 4595 Rh 
24,637 81 
9,618 218 
30,826 61 
27,836 NM 
23,850 83 
40,370 4? 
16,564 116 
116,500 1¢ 
18,701 105 
8.91? 235 
14,921 133 
13.100' 18? 
27,500' 12 
34,037" 55 
12,485 164 
10,700 189 
25,023 19 
44.79 4) 
19,500 99 
14.66 135 
28,000 70 
>) 02% 90 
26,137 1 
R 18 
8823 236 
7 23 
11,514 176 
16,000 122 
35] q? 
27,000 13 
6! 
26,500¢ 75 
| } $§ 
16,734 15 


PROFIT AS PER CENT OF 


SALES 
% Rank 
61 199 
1.9 4 
94 883 
77 133 
73 155 
69 203 
81 «6126 
64 188 
70 164 
36 353 
79 132 
3.3 330 
12 465 
6.0 208 
11 «6469 
75 145 
93 86 
6? 176 
89 =o 
42 32 
100 8 
90 93 
76 «42 

25.3 2 
10.6 62 
37 359 
87 =6105 
5.2 258 
7.1 «6162 
13 158 
1g 3% 
2/7 al4 
11. 51 
71 161 
75 144 
Zé 424 
159 8615 
4s 295 
68 173 
ina § 
49 268 
10.2 70 
4 212 
86 107 

6 354 

68 174 

ay 
2.7 420 

4 
45 300 
38 «6M 
35 369 


includes 1956 sales of Mullins Manulacturing (1955 rank: 465), acquired January 30, 1956 


“includes nonrecurring profit of $3,950 800 


% 


10.0 
13.0 


20.7 
WA 


14.4 


12.3 


20.1 
10.8 


11.0 
19.8 


12.4 
8.5 
84 


a6 
L9 


24.8 
124 
14.8 
11.8 


24.2 
7 


23.5 


15.9 


6.9 


10.1 
WW 


10.6 


15.4 
10.7 
15.1 
140 
10.7 


$94 


19.9 


12.7 
115 
18.2 


8.8 
10.8 
18.3 
12.4 
ML. 


16 


INV. CAPITAL 


Rank 
M43 
229 

45 
233 
185 


254 
52 
31a 


306 
61 


250 
330 


382 
247 


252 
166 
250 
21 
212 


23 
169 


62 
133 


421 
402 
364 
145 
317 


156 
197 


316 


24 
a 


83 
251 


304 


903 


COMPANY 


Jones & Laughlin Steel 
Lockhisd Aiwcrat 

International Business Machines 
Sua OU 


Intand Steel 


Goodrich (B.F.) 
Caterpillar Tractor, 
Youn:stowa Sheet & Tubs 
Allied Chemical & Dye 


American Metal 


National Steel Corp. 
Burlinzion tedustries 
Wilson & Co. 


Barg-Véarner 


Ogden 


Olin Mathieson Chemical 
Pittsburgh Plate Glass 
American Smelting & Refining 


American Tobacco 
Sendix Aviation 


National Lead 
Coatineatal Oil 
Curtiss-Wright 
Kennscott Copper 
Dow Chemical 


Allis-Caalmers 
Atlantic Refining 
{nternational Tet. & Tel. 


Monsanto Chemical 
Tidewater Oi 


Reynolds (RJ.) Tobacco 


General Mills 
American Cyanamid 
Owens-tinois Glass 
Pure OW 


Standard Brands 
Crown Zellerbach 
Grace (WY. RD) 
Campbell Soup 


Phelps Dodze 


National Biscult 

American Meters 

Reynolds Metals 

Ain. Podiator & Std. Sanitary 
Union Oil 


Ralston Purina 
Standerd Oil (Ohio) 
Geacial fire & Rubber 
Foremost Dairies 

Craw 

Merritt-Chapman & Scott 

7 iP) 

United Merchants & Manufacturers 
Vi ail poat-Seager 


Pullman 


"includes nonrecurring profit of $2,161,634. 
™Name changed to Whirlpool, April 1, 1957. 
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The 500 Largest Industrials 





RANK COMPANY HEADQUARTERS SALES ASSETS NET PROFIT { 
‘* ($000) ($000) "5655 (so) wy | 
101 34 Singer Manutacturing New York 363,870 444760 0 66 19127 116 412 
2 103 Hygrade Food Products Detroit 361.997 45,834 438 433 2429 443 4% 
103 130 Martin (Glenn L.) Baltimore 358,962 122,430 225 226 10,840 200 15 
104 106 Carnation Los Angeles 358,017 140,966 205 208 9,028 228 2% 
105 90 Phitco Philadelphia 347,901 203,769 136 135 399 486 217 
106 63 Republic Aviation Farmingdale, N.Y. 346,214 98,075 274 219 7,367) 2 135 
07131 Kaiser Aluminum & Chemical Oakland, Calif. 343,627 518,718 68 77 42,349 56 ow 
108 =: 138 Colorado Fuel & tron Denver 341,630 257,657 3 = 113 16,663 131 12% 
108 = 113 National Cash Register Dayton, Ohio 340,934 257,662 112 118 18,420 120 129 
We = 102 Morrell (John) Chicago 340,766 57,506 390 366 2,909 425 40} 
wie 107 American Sugar Refining New York 338,055 116,100 237 160 9,886 215 221 
12199 Pittsburgh Consolidation Coal? Pittsburgh 335,587 344,396 90 108 37,44675 67 J47 
13112 Sylvania Electric Products New York 332,344 234,582 120 122 14,835 145 143 
4015 Sunray hid-Coatinent Ol Tulsa, Okla 332,168 04,101 62 57 45310 49 % 
5 97 Pilisbury Mills Minneapolis, Minn. 330,961 116,366 236 216 4,376 362 3 
116 125 Minnesota Mining & Manufacturing St. Paul, Minn 330,808 255,484 14 11 $8,724 64 66 
17)—s«140 St. Regis Paper New York 330,566 319,627 97 101 22,502 100 107 
118 120 Beatrice Foods Chicago 325,025 84523 301 314 6.350 296 293 
18 =—:109 Weyerhaeuser Timber Tacoma, Wash. 324,129 440,682 71 15 51447 44 39 
120 124 Northrop Aircraft Hawthorne, Calif, 322,474 74,04 330-345 £965 342 16l 
121-114 Avco Manutacturing New York 320,556 181,728 158 123 (16,398) 495 485 
122101 Hormel (George A.) Austin, Minn 319,281 66,660 352 338 5,126 335 354 
123100 Deere Moline, lil. 313,572 445,560 69 64 20,058 Wi 8 
124 123 Joins- Manville New York 310,390 59,356 0 1) 03 94 92 
125 =«116 Liggett & Myers Tobacco New York 308,451 481671 66 62 26,451 93 8% 
126 110 Budd Philadelpma 07,829 97,099 139 127 9,165 226 46 
27121 Thompson Products Cleveland, Ohio 306,508 204,928 135 171 13,013 169 166 
128 160 Koppers Pittsburgh 305, 65 799 131 139 bs 79 (18 
129 =— «119 Corn Products Refining New York 304,173 214,478 128 120 23,524 99 102 
130 7 Studeb2ker-Packard South Bend, Ind 303,038 145,9 194 109 (103,318)?? 437 498 
nN = 132 Food Machinery & Chemical San Jose, Calif. 302,156 263,801 108 106 15,875 136 133 
132 1S4 Arcrican Home Products New York 295,483 69,434 166 173 3 t) «10 
133134 Libby, McNeill & Libby Chicago 292,514 148,050 190 183 8,038 252 298 
1M Ml Cudahy Packing Omaha, Neb 291,11 56.493 392 365 6.137 305 103 
135 = =122 Colgate- Palmolive New York 290,968 189,534 149 130 10,518 205 141 
136 161 Lowenstein (M.) & Sons New York 290,563 05,224 133 128 666 326 «(175 
7 O48 Minneapolis- Honeywell Regulator © Minneapolis, Minn. 287,944 213,900 129 149 22,464 101 106 
138 14) Allegheny Ludium Steel Pittsburgh 285,959 182,908 183 151 15.261 138 = 132 
139 =—:150 Continental Baking New York 284,207 98,850 270 264 7,512 264 234 
140 135 National Supply Pittsburgh 282,884 55,650 81 181 15.187 139 165 
mw sOS7 Babcock & Wilcox New York 281,485 200,679 137 146 14,081 152 147 
142 147 Astiand Oil & Refining Ashland, Ky 279,950 82,209 186 161 13,504 163 188 
43128 Quaker Oats Chicago 277,206 149,996 186 186 11,588 187 19 
144 172 Container Corp Chicago 276,009 180,406 160 174 18,231 122 128 
45 139 Ohio OW Findlay, Ohio 274,953 365,777 8 78 41,216 3 82 
186 43 Coca-Cola New York 273,255 274.205 105 104 9,197 84 i 
47—s«170 Burroughs Corp. Detroit 271,776 233,379 121 = 13 14,197 149 160 
48146 Scott Peper Chester, Pa 270,311 97,98 100 11 22,356 103 100 
4s = 133 International Shoe St. Louis 266,814 180,112 161 142 11,849 185 183 
150 206 — Kaiser Industries” Oakland, Calif 266,376 54.984 115 297 14,97179 143 313 
151 142 Rath Packing Waterloo, lowa 265,465 47,832 427 418 3,629 393 406 
520137 U.S. Gypsum Chicago 65,001 69.484 107) 103 40.614 60 54 
153-152 Crucible Steel Pittsburgh 263,923 171,784 163 152 12,768 173 151 
S¢ 155 Heinz (H. J.) Pittsburgh 262,425 181,894 158 145 10,584 204 209 | 
55 = 126 Libbey-Owens-Ford Glass Toledo, Ohio 259,146 193,692 144 153 29,162 85 61 
156 145 Wheeling Steel Wheeling. W. Va 563 89.437 102 93 176 124 «117 
157s 165 Fruehaut Trailer Detroit 255,620 252,175 116 126 6,300 299 2il 
158 183 Mack Trucks New York 54,244 58,47 Wi 0124 2104 #77 233 
199 36149 Richfield Ol Los Angeles 253,930 329,167 95 86 26,574 91 77 
160 = 164 Kimberly-Clark Neenah, Wis 253,297 241.99) WP 121 21,618 105 104 


“includes 1956 sales of Pocahontas Fuel (1955 rank: 318), acquired December 3. 1956 “includes nonrecurring profit of $15,473,509 
“includes special charge of $16 million 





ADMINISTERED PRICES 905 


PROFIT AS PER CENT OF 


a INVESTED CAPITAL STOCKHCLDERS EMPLOYEES SALES INV. CAPITAL COMPANY 
(3000) = Rank Rank Rank % Rank % Rank 
i 232.912 83 8140 273 49,000 37 «= 5.3.82: 82«389——SInger Manufacturing 
» 150 75.551 4) 1477 453 9,299 224 0.7 47 95 33 Nyziade Food Products 
1 2n 63,739 262 11,800 204 26,250 76 3.0 395 17.0 108 Martin (Glenn L.) 
} 27 89,293 «213 2,054 452 11,071 182 2.5 4235 WW? 6297 Carnation 
95,422 185 21,013 123 21,000 92 0.1 487 04 46 Philco 
. : 46402 Wi 6,036 330 18,227¢ 108 21 43 16.9 136 Republic Aviation 
in 235,612 80 17,700 «145 18,090 =—-109 12.3 3 18.0 87 Kaiser Aluminum & Chemical 
129 139.116 118 19.674 131 22.3331 = 85 49 203 12.0 268 Colorado Fuel & tron 
40) 113,441 150 16,707 154 44,500 42 54 239 16.2 126 National Cash Register 
004 383 3,076 429 9,716 213 0.9 414 8.3 35 Morrell (ohn) 
. 131,270 9127 6533 ow 6,502 306 29 399 75 407 American Sugar Refining 
143 27 ) 63 6,301 305 15,04 173 112 43 13.§ ay Pittssurzh Cansolidation Coal 
56 131,853 125 35,000 70 29,000 67 45 304 11.3 6296 Sylvania Electric Products 
302 391.157 A\ 97,434 22 599 33 13.6 24 11.6 279 Sunray Mid-Continent Oil 
67,309 254 9915 236 8,500 243 13 45) 65 429 Pillsbury Mills 
se 127,124 53 25,252 96 JARi4t «104 M7 3 20.7 46 Minnesota itining & Manufacturing 
293 203,988 94 28,500 89 17,643¢ «111 68 172 110 6307 St. Regis Paper 
9 67,361 253 17,613 191 12,109 = 167 20 440 95 360 Beatrics Foods 
161 370,083 48 NA 14,761 135 15.9 16 13.9 203 Weyerhaeuser Timber 
23,267 42] 5700 34§ 22,000 87 15 ©6483 17.6 94 Northrop Aircratt 
= 78,920 217 51,074 48 23,701 a4 _ Avco Manufacturing 
81 33,303 404 1,332 459 9,105 2? 16 451 15.4 146 Hormel (George A.) 
92 327,068 62 17,050 = 150 20,621 95 6.4 «185 61 440 Deere 
8% 198,487 95 19,20 §=138 21,300 89 8.1 = 127 12.6 242 Johns-tjanville 
264,400 4 43,000 58 10,000 202 86 110 10.0 344 Liggett & Myers Tobacco 
- 1 +8 136 29,063 87 19,393 109 3.0 393 7.4 403 Bud 
182 97,664 177 7,681 204 22,100 86 43° 0S 13.3 221 Thompson Products 
102 142.579 WA 13,433 173 15,245 127 40 5 31 Keggars 
398 177,176 102 32,113 73 9,201 223 77 «(1% 13.3 222 Corn Products Refining 
15.610 434 eg0l4 21 16,512 WwW - — Studebaker-Packard 
S 142,287 115 17,165 149 15,630 125 53 23 11.2 298 Food Machinery & Chemical 
298 97.036 179 20.331 126 12,963 156 10.6 61 32.2 8 Amarican Home Products 
193 79,642 215 25,458 98 11,550 175 27 412 101 M4 Libby, McNeill & Libby 
14] 33,767 333 3,471 413 8.500 244 aa 439 18.2 85 Cudthy Packing 
129,737. 129 21,000 124 9181 225 36 6388 81 304 Colgate- Palmolive 
175 
_ 83.049 204 4,473 336 19,000 102 20 42 63 423 Lowenstein (M.) & Sons 
132 119,280 139 12,350 194 30,353¢ 365 78 135 18.8 13 Minneapolls- Honeywell Regulator 
234 101.074 = 172 18,462 129 15,442 126 5.3 247 15.1 187 Ailogheny Ludlum Steel 
165 52,761 303 12,424 193 20,43 96 26 422 14.2 188 Continental Baking 
] ] WwW 11.090 = 217 9,300 221 5.4 41 15.1 155 Nationat Supply 
e 126,150 132 10,118 233 21,033 91 5.0 267 11.2 300 Babcock & Wilcox 
190 HO.o20 1S! 27.00 $2 4450 333 48 279 12.3 256 Ashtan3 Oil & Refining 
125 96,816 181 13,025 186 6,600 303 42 320 12:0 267 Quaker Gats 
52 W477 OW l 164 16,590 119 6.6 18 15.8 140 Curtainer Corp. 
335,525 59 41,108 61 6740 296 15.0 19 143 255 Onis OW 
60 192 97 d ] 112 17. 189 10.7 69 18.2 184 Ceca-Cota 
00 102,202. 171 29,797 a4 30,529 63 5.2 256 13.9 204 Burroughs Corp. 
83 163,008 10? ol ) 158 8.3 12? 13.7 6213 Scott Paper 
13 103,217 168 14,608 171 36,000 51 44 35 115 204 International Shoe 
? i 22,74 WW ] ) 129 5.6 224 12.8 235 Kaiser ladustries 
06 
54 27,973 429 4,183 395 8577 240 14 «455 13.0 232 Rath Packing 
51 i f 85 11.690 205 ] 150 15.3 13 17.7 §2 U.S. Gypsum 
9 112,560 184 8,786 255 16,226 121 48 276 11.3 292 Crucible Steel 
1 ll 5 153 3.354 408 ] ; OWN AQ 323 95 357 Heinz (4. J.) 
140,401 WwW 24,464 104 13,391 149 11.3 47 20.8 “4 Libbey-Owens-Ford Glass 
1 192,300 98 11,25 211 14.384 137 6° 179 9.2 362 Wieshag Steal 
3 111,901 155 33 343 1 12,546 163 25 429 5.6 447 Fruehaul Trailer 
7 80,922 299 $11? 250 11,367¢ 177 ‘8 24 15.0 162 flack Trucks 
{ 209,183 92 12,000 197 5,914¢ 330 10.5 63 12.7 239 Richfield Ol 
18'.374 100 19 135 13,000 183 a 3 W7 (273 Kinwierly-Clark 
“Includes special charge of $60 million. ™Name changed from Kaiser Motors, March 14.1956. includes tax credit of $4,660,000 
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The 500 Largest Industrials 


RANK 
‘6 ‘SS 
161 «158 
1€2 N51 
1630174 
1€4 179 
165 = «156 
1£6 144 
167 s«176 
ict 7 
169 =—:185 
11136 
172 3 
173163 
14 17 
175 205 
é 
177 181 
i78 8 
179 159 
29 16? 
181 169 
182 7} 
183 s«168 
1e4 6 
5 = =«177 
17)—Ss«197 
ef if? 
1g) 0175 
150 t7 
10247 
187 1"! 
193184 
195 204 
1s¢ n 
197 255 
198 94 
199 = 240 
212214 
203 
205 238 
206 
207 193 
208 267 
21-222 
2 { 
2i4 
15 = 249 
27 198 
218 07 
219 = 195 


COMPANY 


Skelly Oil 

Revere Copper & Brass 
Arden Farms 

Peck sc! Sprirg & Arle 
California Packing 


Armstrong Cork 
Pittston 
Textron’? 
A.C.F. industries 


Johnsen & Johnsen 


American Viscose 
Smith (A.0.) 

Hercules Powder 
Electric futo-Lite 
Dresser Industries 


" r 


tional Distillers Products?! 
Time Ine. 

Cena 

Seagram (Joseph E.) & Sons 


Motorola 


Eaton Manufacturing 
Glidden 

Mayer (Oscar) 
Brovn Shee 

Bell Aircraft 


Anheuser-Busch 

Westinghouse Alr Brake 

Tincken Poller Rearings 

Hearst Consolidated Publications 


Archer-Diniels- Midland 


McGraw Electric” 


V’hite * 
Cannon Mills 
US. Myeed 


American- Marietta 


Kellogp 

Kaiser Steel 

Gillette 

American Machine & Foundry 


Cronm: 


n Aircratt Engineering 


Baldwin-Lima-Hamilton 


General Shee 

General American Transportation 
Cartier 

Ingersoll-Rand 

Siinnell 

Celanese 

West Vircinia Pulp & Paper 
General Cable 

Curtis Prbtishing 


McDonnell Aircraft 


Are f 


Philip Morris 


ake Shee 


Lilly (EN) 


cy (A E.) Manu 
Sharon Steel 
Phzer (C25) 


Pittsburgh Steel 


Sterling Or 


facturing 


Name changed from Textron American, May 16, 1956. 


ADMINISTERED PRICES 


HEADQUARTERS 


Tulsa, Okla 
Rome, ALY 
Los Angeles 
cr polis, Pa 
San Francisco 


Lancaster, Pa 

New York 

I ence 

New York 

r Prunswick, NJ 


Philadelphia 
Wilmington, Del. 
Toledo, Ohio 
Dallas 


New York 

New York 
Toledo, Ohio 
New York 
Cleveland, Ohio 
Cleveland, Ohio 
Madison, Wis. 
St. Louis 
Buffalo, N.Y. 


St. Louis 
Pittsburgh 
Canton, ( 
Los Angeles 


Elgin, i. 

Cl land, Ohio 
Kannapolis, N.C. 
New York 
Chicago 

Rattle Creek, Mich 


Oakland, Calif 
New York 
Retipage, NY 


Philadelphia 

% oF 
Chicago 

Syt NY 
New York 


Provice 

New York 
New York 
New York 


Phila ; 


St. Louis 
w York 
New York 


Indianapolis, Ind 


Neratur 
ath 


Sharon, Pa 
Brootiyn, NY 
Pittsburgh 


* 


SALES 
($000) 
251,392 
2429 
249,993 
249,521 


249,265 


247 401 
246,204 
265,704 
245,585 
244.114 


239,399 
239 233 
235,903 
231, 


230,292 


229.052 
229,374 
278.531 
228,463 
277.562 
227,197 
226,24 
219,708 
219,149 
216,033 


214 692 
214,653 
212.475 
211,217 
21C,548 


210,579 
207,412 
206,433 
09 £39 


202,311 


201,675 
201,490 
é 15 
198,058 
197,51 


195,263 
185,15 
194,952 


ie 1 


189,135 


188,307 
127,€21 
186,645 


1¢¢ O76 


186,204 
1£6) 

182,461 
1f7,C46 


181,530 


181,046 

178,682 
172,30? 
178,273 
177,73) 


($000) 
339,084 
1G. 

70,071 
1s 4 
195,480 


164,179 
150,060 
192,024 
177,477 


pat 


271,832 
13) 416 
169,555 
169,052 


168,659 


428 352 
191,359 
122 

389,578 
113,721 


116,423 
IE, 
54,839 


§$ 673 


89,931 


159.789 
193 043 
14° 272 
114,190 


112,522 


lite 


149,792 
144,787 


9} . 
292,573 


182,549 


151,104 
107.277 


333,488 


199,046 


352,758 
104,749 


74,417 
114,067 
281,170 
163,297 
195,646 


£ 3 
109,976 
156. 
159,200 
14 


* Name changed to National Distillers & Chemical, April 14 1957 


ASSETS 
"6 

92 

222 
344 
183 
143 


176 
185 
146 
162 
166 


106 
214 
165 


167 


15 
148 


8 
44 
235 
401 
267 
287 


175 
145 
187 
241 


101 
765 
154 


184 


of 


93 
138 


234 

88 
141 
255 
278 


329 
242 
103 
258 
142 
308 
250 
173 
176 


¢ 


"Includes nonrecurring profit of $15,113,733 


35 
84 
334 


134 


202 


106 


141 


95 

1 
162 
279 
7) 
214 


72 


220 
395 
327 


148 


187 


172 


140 


83 
125 
294 


377 


98 
156 
251 


179 
164 


NET PROFITS 
(3000) ‘5655 
34,093 18 22 

29 4 
2,435 442 443 

LolG 4 Ne 
11,449 190 208 
13 EG 1% 

7,438 268 387 

€503 4285 “6 

8,008 255 248 

Ga? TY 1G) 
14909 i144 4% 

7104 26I | 
17,703 123 108 
17,259 127 184 

C108 10 128 
28,9643? 86 205 
i} 6 13) 
12,260 176 97 

1°?) 27 a 
12,981 170 149 

£14? 20 Ue 

5,730 323 319 

£523 249 29) 

5,761 321 283 

97 216 «728 
11,924 183 157 
21,790 3 gt 

1,248 473 44 

$872 317 288 
13,965 156 200 

7 277 «279 
10,608 203 19) 
13,277 182 8 
16,205 133 172 

c7o9 142 «2 
23,572 98 285 

1,544 £ ? 

8976 230 326 

3,732 391 457 
13,591 162 
36,076 70 8 
16,863 129 171 
16,331 132 123 
12,027 182 255 

6.234 309 349 

6752 21 333 
£563 231 7% 
12,763 174 164 

1,037 479 = $22 

30,053 82 119 
4854 345 309 
13,317 167 229 
18,254 121 130 
6,225 301 239 
16.919 128 v6 





INVES 
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INVCSTED CAPITAL 


($000) 
300,085 
7,4 
31,234 
105,616 
116,569 
122.014 


54,932 


113,243 
237,075 
74,01! 
114,543 


96,017 
“642i 
281,323 

61,00 

83,413 

35,904 


39,081 


W273 

,309 
iW 
71,834 


80,303 
119,725 
81,763 


126,256 
67,625 
108,085 


116,163 


135,462 


220,319 
yo4 
68,961 
27,173 
148,008 
152,815 
78,116 
WEs1 
89,814 


84 65 


Rank 


65 
216 
410 
161 
142 


119 


24 
151 
49 


23) 
148 
70 
184 


13 
194 


271 


203 


387 


| 


373 


140 
15 


189 


234 
221 
14) 
192 


hbe 


STOCKHOLDERS 
Rank 
5,965 333 
6,245 397 
6,500 39 
26,734 93 
10,269 230 
10,630 225 
6,970 302 
30,099 80 
11,213 212 
104 42) 
23,360 «108 
1,262 459 
lil 23 
15,246 165 
13,038 185 
46 3 54 
8,588 258 
iv 350 
3 
4 FRR 378 
14,144 «176 
20,7! 127 
300 487 
5 500) 343 
5,830 339 
17.04 151 
38,915 64 
19,7 129 
e. @ 
6,197 325 
7,500 288 
§ ! 61 
NA 
1 3A 279 
20,903 125 
7,294 298 
6711 30 
35,291 69 
17,818 142 
21,109 = 120 
11,500 208 
12,000 198 
25,385 100 
7,529 (287 
28/1 435 
jac 177 
28,500 90 
4300 314 
2,979 435 
8123 274 
24,09 10 
6,590 316 
36,0 6) 


ADMINISTERED PRICES 


EMPLOYEES 
Rank 
4330 368 
10% 226 
6,500 308 
1a, ii 
32,000 57 
14,06 140 
6400 3 
6,000 173 
18,000 110 
i } st 
16,500 118 
13.4 4) 
11,365 180 
17,346 4 
12,207 166 
4705 32 
137 
7,675 269 
154 

11,633 174 
f t 32 
8442 246 
| 94 
18,885 103 
2h 299 
17590 112 
Vif 3 
15,000 131 
49 331 
12,000 170 
: 254 

NA 

76%) 274 
9,000 230 
10,583 191 
19) 
14.193 139 
1" 

14,000 141 
i 70 
9500 218 

NA 

12,633¢ 159 
hud 
6,591 304 
} 231 
14,804 1M 
) } « 
5,000 358 
. 50 
8438 6247 
433 

8559 241 

» 213 
10,109 200 
Jil 19? 


PROFIT AS PER CENT OF 


SALES 
% 
13.6 


1.0 
43 
46 


5A 
3.0 


3.3 


6.2 
75 
10 
75 
12.6 
5.4 
5.7 
2.6 


27 


70 
19.1 
90 
6.4 
3.6 
7.0 


rf 


16.6 


75 


3.5 


Rank 
3 
343 
473 


283 


231 


242 
396 
421 
381 
259 


194 
397 
146 
ar 


147 


” 


"Wholly owned by Distitiers Corp.-Seagrams., over Soe cent of whose sales ere in the U.S. 


Merged wit! 


INV. CAPITAL 
% Rank 
114 «290 
12.1 283 
78 399 
WH? 86293 
98 348 
9] 354 
13.5 216 
o4 333 
71 46 
13 23 
63 44 
95 398 
155 144 
2 413 
180 = 
] 405 
44.7 1 
M7 65 
44 #85 
13.0 230 
15.6 «(141 
16.0 132 
147 168 
| 
120 266 
] M 
17) «4&2 
6.3 437 
174 101 
10.4 310 
89 370 
If 276 
198 8668 
j 27 
1837 78 
133 224 
35 470 
17774 
26.6 15 
77 «63 
174 = 8 
1} 105 
24.3 21 
Fe 233 
86 36 
l 439 
19765 
j 4 
7.1 (107 
5S 7 


6.9 


419 
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COMPANY 


Ske'ly OW 

Re. ee Copper & Brass 
Arden Farms 

Nock well Spring & Ante 


California Packing 


Acmstrone Cork 
Pittston 
Texiioa 
A.C.F. industries 


Joln.on % Joinson 


American Viscose 
Smith (A. 0.) 

Hercules Powder 
Eiectric Auto-Lite 
Dresser Industries 


Nations! Distillers Products 
Time inc. 
D 


9s 


ram (Joseph E.) & Sons 


Eaton Manufacturing 
Gt 

Mayer (Oscar) 
Brown Sioa 


Bell Aircraft 


Anheuser-Busch 
Westinghouse Alr Brake 

Tinh ea Rover Bearings 

Hearst Consolidated Publications 


Atchor-Daniels-fAidland 


McGraw Electric 
White Moter 
Cannon Mills 

U.S. Plywood 
American- Marietta 


Kallave 
Kaiser Steel 

Gillette 

American Machine & Foundry 


Giucnan Aircraft Engineering 


Baldwin-Lima- Hamilton 

General Snoe 

General American Transportation 
Car 

Ingersoll-Rand 


Grinnell 

Celanese 

Vest Yirvinia Pulp & Paper 
General Cable 


Curtis Publistung 


McDonnell Aircraft 

A cis Drake Shoe 
Philip Morris 

Lilly (Ef) 

Staley (A. Ep Mtanulacturing 
Sharon Steel 

j (ci ) 

Pittsburgh Steel 


Steifins Osage 


“Higher Reus preted in 1955 Directory included preferred stockholders. 
McGraw -Edison 


Thomas A. Edison, January 2, 1957. New company na: 
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The 500 Largest Industrials 


RANK 
"s ‘55 
221 228 
222 201 
723189 
224 212 
28 «211 
226 = 213 
mm «(7 
228 242 
229 = 278 
230 750 
2 231 
222 256 
233 230 
234 0 
235 =. 243 
236 248 
27.203 
238 10 
238 «=. 265 
249 i 
241 232 
242 }3 
243—=Cisa219 
244 18 
245 =—(254 
246 ) 
210244 
248 66 
248 =. 208 
250 \ 
251 «= 223 
25? | 
2330258 
254 = 262 
255 259 
256 =. 233 
27) 245 
258 279 
259 «= 324 
260 298 
261 226 
262 252 
230236 
264 263 
25 489.253 
266 269 
270 225 
268 89296 
269 489-294 
270 221 
211 300 
272 246 
273, 280 
274 271 
215286 
276 =. 289 
27272 
278 268 
2799277 
28002270 


COMPANY 
Eastern Gas & Fuel Associates 
Pet Milk 
Raytheon Manufacturing 
Rheem Manufacturing 


Owens-Corning Fibergias 


Norton 
Merck 
National Sugar Refining 


Alco Products 
Worthing toa 


Air Reduction 


Comdustion Engineering 
Mead 

Biav-Koex 

Central Soya 


Otis Elevator 

Wesson Oil & Snowdrift 
Rohm & Haas 
Link-Belt 

McLouth Stoel 


Bridgeport Brass 


Uaion Dag-Camp Papers! 
Corning Glass Works 
Schenley Industries 


Stokely-Van Camp 


Anaconda Wire & Cable 
Stauffer Chemical 
Tecumseh Products 


Cone Mills 
Rexall Drug 


Fairchild Engine & Airplane 
Kelsey-Hayes Wheel 
Champion Paper & Fibre 
Genet al Precision Equipment 
Marathon 


National Gypsum 

Endicott Johnson 

Suashine Discuits 
Ex-Cell-O 

Cincinnsti Milling Machine 


Hershey Chocolate 

Camiybcl Taggart Assoc. Bakeries 
Scovill Manufacturing 

Clark Equipment 

American Bakeries 


General Baking 
Zenith Radio 
National Cylinder Gas 


Porter (H. K.) 
Simmons 


Garrett Corp. 
Rayonier 

Granite City Steel 
United Siscuit 
Fairbanks, Morse 


Acme Steel 

Parke, Davis 

Diamond Match 
General Aniline & Flim 


West Point Panutacturing 


*Iincludes nonrecurring loss of $835,905. 


ADMINISTERED PRICES 


HEADQUARTERS 
Boston 

St. Louis 
Waltham, Mass. 
New York 

Toledo, Ohio 


Worcester, Mass. 
Rahway, N.J. 
New York 


New York 


New York 


New York 


New York 


Dayton, Ohio 
Pittsburgh 


Fort Wayne, Ind. 


New York 
New Orleans 
Philadelphia 


Chicago 
Detrort 


Bridgeport, Conn. 
New York 
Corning, N.Y. 
New York 


Indianapolis, Ind 


New York 


New York 
Tecumseh. Mich 


Greensboro, N.C. 


Los Angeles 


Hagerstown, Md. 
Detroit 


Hamilton, Ohio 
New York 


Menasha, Wis. 


Buffalo, N.Y 
Endicott, N.Y. 
Long Island City, N.Y 


Detroit 
Cincinnati, Ohio 


Hershey, Pa. 
Dallas 


Waterbury, Conn. 
Buchanan, Mich 


Chicago 


New York 
Chicago 
Chicaz0 
Pittsburgh 
rk 


New Y 


Los Angeles 
Now York 


Granite City, 1. 
Chicago 


Chicago 


Chic ago 
Detroit 
New York 
New York 


SALES 
($000) 

176,896 
176,109 
175,490 
173,903 
173,065 


173,000 
172,432 
172,072 


170,359 
170,243 


169,819 
169,015 
168,332 
167,009 
166,639 


166,611 
165,379 
164,078 


163,922 


163,907 


163,273 
163,059 
163,054 


159.969 
159,527 
159,090 
159,003 


156,181 


155 £23 


155,077 
154,573 
154,211 
153,262 
152,886 
151,859 
151,360 
150,597 


150,256 
149,508 


148,678 
147,003 
146,426 
145,385 
144,414 
142,951 
141,530 
141,185 


140,668 
140,471 


138,982 
137,873 
137,131 
137,096 
134,994 


134,236 
134,093 
133,716 
133,653 


133,295 


ASSETS 
(3000) 56 
183,944 152 

61,258 373 
99,307 268 
128,826 218 
129,136 217 
129,983 216 
168,017 168 
54,491 404 
128,411 219 
145,894 195 
162,611 172 
141,086 204 
145,113 197 
104,571 256 
57,874 387 
110,635 249 
112,101 247 
127,712 220 
100,682 263 
166,932 169 
87,358 294 
155.765 180 
137,264 210 
297 260 19 
84,095 303 
80,501 31 
143,435 199 
51,215 416 
142,934 200 
90,968 283 
76,283 324 
90,075 236 
140,429 206 
119118 231 
160,325 174 
182,128 157 
98,352 273 
67,386 348 
107,371 252 
104,314 257 
91,948 280 
59.828 377 
89,601 289 
105,517 254 
52,298 410 
54.188 406 
77,493 320 
98.436 272 
77,858 319 
79,368 313 
77,294 321 
204,960 134 
158,847 178 
70,361 343 
105,973 253 
33,504 277 
139,262 208 
100.545 264 
162,855 171 
84767 299 


‘S$ 

144 
376 
274 
244 
218 


178 
163 
430 
233 


? 


167 
213 


261 
360 


236 


258 


317 
241 
191 

74 
298 


311 
203 


497 
aé/ 


206 
262 


336 


195 


238 
188 


69 


257 
346 
313 
60 


303 
398 


254 
387 
318 
289 


310 


95 


362 
$37 
180 
308 
240 


347 
197 
46 
158 


929 


NET PROFITS 


($000) 
10,750 
3,022 
1,255°6 
(9,681) 
10,448 


NA 
20,224 
2,558 


3,986 
§ 259 


15,732 
6,511 
13,385 
6,966 


2,735 


14,165 


4,065 


1099 


11,072 


2 R06 


4,660 
21,545 
18,433 

8.439 


4,495 


9,624 
13,745 
7,386 


5,456 


4474 
1,951 
7,121 
13,103 
2,395 


9,122 


2,771 
6884 


14,149 


12,873 


£240 
4,257 
9 401 
5,877 
6,179 
9 460 


7,595 
6,334 


4,808 
13,969 
15,109 

3,753 

3,858 


7,012 
17,646 
8 934 
5,125 
5,571 


"Name changed after July 12, 1956, merger of Union Bag & Paper and Camp Manufacturing 


"6 
201 
4g 
4n 
494 
206 


108 
439 
382 


225 


197 
294 
164 
286 
444 


150 
8 
135 
194 


236 


354 
105 
119 
242 
358 


217 
161 
270 
330 
360 


458 
280 
168 
446 
227 


148 
432 
288 
151 
248 


172 
246 


222 


5 


444 


221 
262 
297 


350 
155 
141 
290 
387 


283 
125 
222 
336 
329 


Ss 


308 
430 
3M 
304 
173 


124 
45) 
Ml 
243 


163 
2 
178 
420 


Oy 
4 


323 
350 


343 
282 
185 
416 


122 
397 
276 
199 
339 


179 


442 
227 
292 
261 
252 


121 
154 
369 
402 


271 
137 
206 
345 
312 


i 
| 
| 
| 
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INVESTED CAPITAL 


(3000) 
106,490 
42,603 
41,811 
48,275 
75,050 


112,613 
138,011 
37,306 
68,712 


80,378 


115,654 
70.748 
94,319 
43,242 
39,197 


76,997 
96,524 
80,451 
66,937 


61,677 
130,019 
95,334 
234,401 
51,252 
57,179 
98,580 
25.076 
111,620 


42,695 


36,990 
64,953 
93,422 
os 347 


86,305 


135,019 
64,459 


ee) 
2 1 


60,804 


68 76” 


71,895 


of ] 
) t 


72,107 


53,804 


40,401 
49,318 
44,467 
56.114 
28,541 
76,181 
77,895 
46 ) 
63,422 
102,909 
78,427 
111,821 
68,674 


166 
356 
360 
330 
230 


153 
120 
381 
248 
aut 


145 
244 
188 
331 
372 


205 
227 
182 
210 
255 


269 
128 
186 

62 
308 


287 
176 
450 
156 
329 


383 
295 
190 
305 
196 


124 
261 
294 
214 


232 


27 
4y4 
235 
301 


396 


300 
“7 


290 


425 
229 
223 
342 


292 
169 
220 
157 
249 


STOCKHOLDERS 
Rank 
10,547 226 
1,280 «647 
12,661 190 
14,491 173 
8,206 268 
NA 
25,000 = 101 
3,000 = 431 
14,750 170 
7329 296 
22,063 116 
$166 249 
6,109 328 
13,363 180 
4133 3988 
18890 138 
5,930 336 
4243 390 
8595 257 
3,991 404 
14,525 172 
12,09 195 
9616 242 
15,700 162 
7,453 292 
2.683 437 
7,700 283 
1,600 465 
5,000 369 
15,865 161 
16,024 159 
7,500 289 
3836 86407 
6600 =«315 
11,017 246 
24,60 103 
11,278 8210 
9,500 245 
6,700 313 
3,500 = 416 
8,967 252 
378 478 
17,691 146 
6.144 326 
10,500 227 
15,000 168 
NA 
8.921 253 
70048 
10,825 222 
4,050 402 
11,861 202 
10,911 220 
8179 «2@N 
3,597 412 
21,045 122 
25,457 98 
16,599 157 
38 
10,850 221 


ADMINISTERED PRICES 


EMPLOYEES 
Rank 
11,000¢ 184 
5,700 Mi 
21,000 +93 
10,000 203 
9,433 220 
13,000 155 
10,150 199 
3,100 448 
8,000 259 
11,363 = =179 
8,000 258 
11.725 172 
7,230 204 
10.985 186 
2,000 475 
12,720 158 
6,500 309 
6,980 291 
10,677 190 
3,470 432 
6715 297 
7,840 265 
13,400 148 
8.333¢ 25) 
15,000 130 
4,648} 375 
4,900 366 
5,000 362 
16,000 124 
9,500 216 
11,925 171 
10,000 207 
9,438 219 
13,200 142 
10,522 192 
7,725¢ 268 
18,500 106 
10,000 205 
9,050 229 
10,061 201 
3,641 426 
1,000 234 
10,300 196 
1572 216 
10,500 193 
4 138 

NA 
6,060 322 
10,000 210 
10,000 = 204 
8730 27 
DiA7¢ = 287 
4979 363 
1¢,000 §=. 206 
11,08) 181 
6,590 305 
9895 212 
82°99 «253 
245 


163 


PROFIT AS PER CENT OF 


SALES 


% 
6.1 
17 
0.7 


6.0 


NA 
11.7 
15 
2.3 
5.4 


9.3 
3.9 
8.0 
4.2 
1.6 


gs 
2.5 
98 
6.8 
5.4 


2.9 
13.2 
11.3 

5.3 

2.8 


=~ AO 


6 
8. 
3 


ow 


1.3 
4.6 
8.5 
L6 
6.0 


94 
18 
4.6 
9.4 
5.4 


8.7 


2.9 


' 
4) 


13.2 


f 


3.8 


Rank 


200 
448 
478 


204 


46 
454 
432 
235 


a7 
312 
129 
323 
450 


NS 
428 

16 
115 
244 


405 
27 
46 

251 

406 


202 
106 
287 
367 
4c3 


461 
288 
116 
452 


82 
445 
292 


235 


104 
225 


182 
326 


449 
310 
7 


297 


370 
12 
533 

413 


255 


178 
344 


322 


INV. CAPITAL 


% Rank 
10.1 340 
7.1 41s 
30 ©6473 
13.9 202 
NA 
47 #7 
69 422 
58 446 
11.5 282 
13.6 255 
93 361 
142 19 
144 182 
70 #4 
17.1 105 
5.3 451 
16.7 116 
13.8 208 
132 227 
16 4% 
166 121 
19.3 70 
36 6468 
88 373 
16.8 114 
13.9 201 
29.5 " 
49 (48 
92 363 
5.3 452 
13.0 233 
14.0 195 
46 462 
10.6 325 
106 326 
43 6 
12.5 248 
23.3 2 
13.8 206 
17.9 89 
31.3 9 
59 443 
17.5 97 
146 861796 
7.1 414 
125 246 
17.5 95 
17.1 104 
11.3 295 
169 113 
18.3 82 
19.4 69 
8.1 396 
61 “4 
12.7 240 
17.2 «103 
114 «789 
46 «41 
8.1 395 


™ 97 per cent of stock held by U.S. Government. 
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COMPANY 


Eastern Gas & Fuel Associates 
Pet Milk 

Raytheon Manufacturing 
Rhezm Manulacturing 


Owens-Corning Fibergias 


Norton 

Merck 

National Sugar Refining 
Alco Products 
Worthington 


Air Reduction 
Combustion Engineering 
Mead 

Blaw-Knox 

Central Soya 


Otis Elevator 

Wesson Oli & Snowdrift 
Rohm & Haas 
Link-Belt 

McLouth Steel 


Bridgeport Brass 

Unior Bag-Camp Paper 
Corning Glass Works 
Schenley Industries 


Stokely-Van Camp 


Anaconda Wire & Cable 
Stauffer Chemical 
Tecumseh Products 
Cone Mills 

Rexall Orug 


Fairchild Engine & Airplane 
Kelsey-Hayes Wheel 
Champion Paper & Fibre 
General Precision Equipment 
Marathon 


National Gypsum 

Endicott Johnson 

Sunshine Biscuits 
Ex-Ceil-0 

Cincinnati tailing Machine 


Hershey Chocolate 

Campbell Taggart Assoc. Bakeries 
Scovill Manutacturing 

Clark Equipment 

American Bakeries 


General Baking 
Zenith Radio 
National Cytinder Gas 
Porter (H. K.) 
Simmons 


Garrett Corp. 
Rayonter 

Granite City Steel 
United Biscuit 
Fairbanks, Morse 


Acme Steet 

Parke, Davis 

Diamond Match 
General Aniline & Film 


West Point Ntanutacturing 
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RANK 
‘6 ‘SS 
281 336 
st2 338 
23370 
ct 275 
25 86292 
at = 237 
27-302 
a2 
29 29 (327 
00 331 
21-396 
269 32) 
293-326 
254 283 
295 = 288 
as 366 
237 = 284 
as 27€ 

282 

10 86381 
1 0.287 
2 U8 
330235 
3c4 274 
5 8305 
28 375 
07 371 
ua =F 
308 = 299 
a0 4 
311 285 
312 3 
3.0359 
4 IC 
NS = 322 
316 (7 
un?) 320 
318 at 
319 ° 
320 309 
321.354 
322 3 
323s 261 
24 341 
325-334 
v6 S06 
3277-0401 
328 «38 

. 
330-369 
331397 
322 367 
333.0376 
324 312 
335 ° 
3360-337 
37) 329 
338 ° 
339315 
40 319 


"Name changed after January 13, 1956, merger of Fibreboard Products and Pabco Products. 
“Name changed from Outbeerd Marine & Manufacturing, August 1, 1956. 


Tie 500 Largest Industrials 


COMPANY 


Warner-Lambert Pharmaceutical 


Fitretcard Piper Pregcetsss 
Penn-Texas 
Toasts Crethers Bag 


Centincntal Motors 
Detroit Stee! 
Yele & Towne Manufacturing 


Dan River Mills 
Erich tut Lite Savers‘ 





Stewart-Viarner 


Joy Miaufecturing 
Anchor Hocking Glass 
St. Jereph Lead 
Cleveland-Ciiffs Iron 


Lirium Stel 


U. S. Pipe & Foundry 
Keystone Stecl & Yire 
Chance Vought Aircraft 
Newpotl News Shipbuilding 


American Chain & Cable 


Istind Creek Coal 
American Steel Foundries 
Ezz te-Picher 

Best Foods 

Loritard (P.) 


Interrhestical 
Hooker Electrochemical 
Hunt Feeds & Invustries 


Donnetley (R. R.) & Sons 


Interteke tren 


Beaunit Mills 
Ameraca Petre!eum 
Oliver 

luetl, Peabody 
Sunbeam 


Slintkete 

1-T-E Circuit Breaker 
Intestate Bakeries 
Pacific Vegetable Oil 


Cursmins Engine 


Mohasco Industries 
U.S. ladusteies 
Lukens Stee! 
Kenda 

Material Service® 


Carboruntum 


Smith, Kline & French Laboratories 


United Saee Machinery 
Automatic Canteen 
Fairmont Focds 


ADMINISTERED 
HEADQUARTERS SALES 
($000) 
Morris Plains, N.J. 131,108 
San isaneisee wi gr 
New York 126,052 
Beston 25,3 
Cedar Rapids, lowa 125,141 
Muskegon, Mich, 25016 
Detroit 123,360 
thew Vouk 122,573 
Danville, Va. 122,384 
Canayoharie, NY. 122,283 
Hempstead, N.Y. 122,238 
Waulegan, UL 32? 045 
Portland, Ore. 121,305 
Chicago 321,265 
Cleveland, Ohio 121,262 
Pittsburgh 322,131 
Lancaster, Ohio 120,086 
New York 319.510 
Cleveland, Ohio 119,769 
New York 319,537 
Birmingham, Ala. 118,851 
Peoria, WM, 318,294 
Dallas 118,186 
Newport News, Va, 117,772 
Bridgeport, Conn. 117,616 
Huntington, W Va, 137,488 
Chicago 117,130 
Ciieinnati, Ohio 116.407 
New York 115,302 
New York 15 
Baltimore 115,099 
Orlando, Fla, 114.807 
Pittsburgh 114,753 
Pittsburgh 113,297 
Newton, lowa 113,015 
Hew York 1)1,10? 
Niagara Falls, NY. 109, $80 
Fullerton Calif 4 10 
Chicago 109,681 
Clevelond, Ohio JOR SIE 
New York 108,168 
New York 107,£59 
Chicago 107,857 
New York 107,522 
Chicago 107,193 
New York 107,086 
Philadelphia 106,922 
Kansas City, Kan 106,379 
San Francisco 106,349 
Columbus, Ind 105,793 
Amsterdam, N.Y. 105,499 
New York 108 432 
Coatesville, Pa. 105,174 
Boston 165,024 
Chicago 105,000 
Miagara Falls, iY. 104 873 
Philadelphia 104,609 
Poston 104.279 
Chicago 104,242 
Omaha, Neb 10? 692 


Name changed after August 1, 1956, merger of Life Savers and Beech-Nut Packing. 


PRICES 


ASSETS 
(3000) "56 
84,697 300 

132,171 213 
125,530 222 
6005 Ue 
59,127 382 
72,456 31S 
113,937 243 
99,222 36s 
139,565 207 
OAC 333 
54,573 403 
/h 4d 323 
205,475 132 
W513 341 
134,179 211 
95,182 276 
63,790 365 
$5,320 253 
146,998 191 
te. 04) 38 
103,248 260 
78,385 36 
67,334 350 
244 93 
68,995 347 
7488) 327 
91,483 282 
621 340 
55,370 399 
182.476 155 
86,492 297 
Al2 284 
82,792 307 
£9,455 ©6260 
56,887 391 
58,076 386 
132,356 212 
141,234 263 
89,695 288 
99,953 265 
145,563 193 
107,891 251 
€&5 322 361 
66,292 357 
79,825 312 
72,551 336 
i563 «479 
26,753 491 
51,161 417 
97,505 275 
77,532 38 
55,647 397 
£6,498 385 
75,000 326 
£7,087 296 
70,953 337 
131,359 215 
32,913 481 
34 |! aye 


"35 
339 


dha 


247 

i) 
404 
225 


305 


416 
355 
351 
27) 
177 
245 
384 
341 
286 
385 
273 
0] 
371 
391 


242 


468 


405 


NET PROFITS 
($000) "S65 
11426 191 25 

S£27) WG My 
7,075 282 tay 
HS 831 tty 
3,126 411 375 
1105. 44 ey 
8,747 238 24 
(es Ys f 
5,373 332 355 
SS9 «6286 age 
4,840 347 392 
2062 We 4) 
7,429 269 270 
t652 233 27 
10,380 208 216 
iC.913 U6 266 
6,201 302 274 
1251 Md 382 
13,920 157 14 
12,096 180 168 
10070 a4 
4135 30 327 
3,400 401 324 
7477 266 277 
£753 237) 253 
8371 245 359 
§.506 33 314 
6,790 290 318 
4520 357 25 
381 487 «453 
1334 663 386 
9,358 224 250 
8458 241 268 
47cS 352 328 
11,497 189 181 
4245 3S 425 
7,581 263 
$074 254 
8,978 229 353 
26,499 92 § 
1,921 459 325 
4% 348 r 
10,178 201 249 
5.802 39 
5,247 333 455 
3.517 356 § 
6544 483 
374 
3,654 392 463 
@aje45 301 ee 
7,505 265 460 
#134 3 3 
11,500 188 
€.3278 7s Ms 
18,879 17 120 
ees?) We 
2,393 447 447 
1067 471 480 


“2Name changed from Georgia-Pacific Plywood, April 30, 1956. 


“Hunt Foods (1955 rank: 349) acquired by Ohio Match May 14, 1956. Consolidated figures for eleven months ending November 30, 1956 








ADMINISTERED PRICES 911 


PROFIT AS PER CENT OF 


FITS INVESTED CAPITAL STOCKHOLDERS EMPLOYEES SALES INV. CAPITAL COMPANY 
‘55 ($000) Rank Rank Rank % Rank % Rank 
25 54,502 299 17,592 147 9,000 231 87 «101 21.0 a Warner-Lambert Pharmaceutical 
ea 511% 30) 4576 382 72006? 46 299 11.5 285 Firehowd Paper Products 
us 72,879 233 25,000 102 11,000 183 56 72 97) 53 Penn- Texas 
tts 49,873 323 1,8? 41} 8,70) 2% 22 4 5.5 449 Bemis Brothers Bag 
FY 22,502 463 4,059 400 7,900 264 25 426 13.9 205 Collins Radio 
) 45,130 344 21,729 WwW 7,300 86266 13 06460 36 6469 Continental Motors 
264 61,696 268 5,804 340 4724 ™M 71 «(163 142 193 Detroit Steel 
“4 61,961 = 7A01 (293 11,700 173 49 2m 98 WW Yale & Towne Manufacturing 
355 88,748 193 9,800 237 13,779 «143 44 ow 61 442 Dan River Mills 
we 53.595 302 19.00 = 133 1,900 «412 65 "8 149 163 Beech-Nut Life Savers 
382 23,511 459 8,507 262 7,659 270 40 30 20.6 4“ Amecican Bosch Arma 
(9 46,794 340 4718 3 7,09 268 9.9 "4 25.9 VW Outboard Marine 
mn 47,904 3M 8,542 280 6,200 318 6.1 197 155 43 Georgia-Pacific 
oh 46,59 339 14.297 = 169 R337 (243 5.5 232 Mi 194 Stewart-Warner 
26 78,690 219 5498 349 5,802 335 86 «(1 13.2 2723 Diamond Alkali 
246 54579 298 97% 238 5600 343 9.0 92 20.0 55 Joy Manulacturing 
m 48,073 333 4644 «(381 11,000 185 5.2 257 129 ™ Anchor Hocking Glass 
£4 71653 9239 13,219 182 5m) 953 86 109 44 186 St. Joseph Lead 
14 110,797 159 7629 25 3,446 «434 11.6 4 126 245 Cleveland-Clifts iron 
é 29,561 4\7 11,547 207 6,000 «395 59 205 237 25 Barium Steel 
168 82,887 206 12,000 199 6,865 294 10.2 69 146 «1% U. S. Ploe & Foundry 
’ M19 = WS 4700 391 6.100 298 85 #1 n.0 57 Keystone Steal & Wire 
w 28,730 424 22,807 +110 13,235 «151 35 %65 44 14 Chance Vought Aircraft 
oa Any 322 72%) 299 17.070 168 29 402 68 424 Newport News Shipbuilding 
m 50,872 31 6913 304 9,000 233 64 18 14.7 «170 American Chain & Cable 
3 61.811 267 7744 28) 6.R7f 293 75 150 14.2 189 Island Creek Coal 
389 71,548 240 12,700 188 8,400 248 712 199 11? 215 American Steel Foundries 
it 38899 34 604 3 6.723 36 5.1 263 5.2? 152 Easle- Picher 
318 42,693 355 22,441 «113 2,600 461 5.9 2 15.9 1% Best Foods 
a4 #1459 203 28,557 88 4™9 = 364 3S -@ 56 448 Lorillard (P.) 
453 50,482 316 4193 394 7,284 «282 03 45 08 444 Crown Cork & Seal 
Se 71674 465 R117 215 1S an 12 467 6.2 439 Minute aid 
250 60,301 277 11,925 201 6,889 292 82 124 15.5 142 Rockwell Manufacturing 
” 4 29) 7.951 278 1.149 485 70 165 14 178 Plymouth Oi 
268 41,630 362 5,308 863568 4683 374 75 48 20.3 50 Maytag 
e y it) 52M §2 5058 357 4? 316 122 258 laterchemicd 
181 78,797 218 9500 244 4488 86385 105 64 14.6 6195 Hooker Electrochemical 
as 57 87 235 27,609 4iG 7h" 252 49 cD] } 410 Hual Saods & Industries 
r 70,959 242 5,300 357 7,900 263 69 169 107 318 Donnelley (R. R.) & Sons 
f ! 195 10 31° 229 { 455 74 154 1 36, tateriike Won 
53 60,569 276 4500 385 7,500 277 83 6121 48 164 Beaunit Milts 
¢ ] ! 139 949 751 yt 4}? Af 4 ( 43 Amerada Petroleum 
325 77679 = 228 10,946 218 7,238 283 18 447 25 4 Oliver 
: OR) a ! 247 12.786) 165 &5 299 9% 3 Ciuett, Peabody 
049 50,705 313 6,300 323 6,635 301 95 79 20.1 54 Sunbeam 
be i } 1) 17, 153 5,0 332 54 237 8.9 37 Mhinthote 
55 39,812 370 2,861 44% 7637 27 49 27 13.2 22% 1-T-E Circuit Breaker 
g 71 Ue 471 2,183 44) 6.514 313 } 36 16.6 19 Tats st its Rakeries 
5,920 498 344 486 244 «= 492 06 40 111 «6305 Pacific Vegetable Oil 
0,34 AN | 450 8770s 44 h4 241 1? vu Cummins Engine 
63 50,885 310 6,266 324 8100 257 35 72 42 Mohasco Industries 
ee 37H 377 ] ’ 19? 6.0) 324 42 319 11.6 2/7 U.S. Ndustries 
34,794 «= 389 1,569 467 5,282 350 7.1 «160 21.6 39 Lukens Steel 
) 4 ? 474 A) als 3 Bt 378 KenJall 
50,000 320 200 «489 4500 384 11.0 57 23.0 x Material Service 
6 61.509 279 5,318 354 759 205 6.9 25 10.3 333 Cu fuse 
0 44426 348 5,859 338 2,200 470 18.1 12 42.5 3 Smith, Kline & French Laboratories 
Ith 769 173 yy 7 . = 204 1 " 1 6 United Shoe Machinery 
{7 15,063 486 3,371 421 2,543 463 23 4% 15.9 135 Automatic Canteen 
25,704 415 2 4 " ov yh ] 4 4" 457 Faitriaut Foods 


hing. “Includes tax credit of $125,000. “Includes nonrecurring profit of $1,223,021 “Estimated data 
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The 500 Largest Industrials 


RANK 
"s6 
U1 
342 
3 
344 
US 


366 
367 
38 


0 


mm 
372 
373 
304 
315 


376 
mm 
378 
379 
380 


381 
382 


384 


$6 
387 
388 


390 


391 
392 
393 
394 
395 


396 
397 
398 


406 


'S 
378 


60” 
325 


350 


313 
323 


) 


330 
. 
bh] 


328 


351 


332 


373 
311 


333 


387 
377 
399 
408 
345 


364 


442 
348 


$16 


ADMINISTERED 

COMPANY HEADQUARTERS 
Square D Detroit 
Pabst Crewing Chicago 
Wagner Electric St. Louis 
Foster Wheeler New York 
Federal-Mogul-Bower Bearings Detroit 
Coppers ald Steal Pittsburgh 
Ward Baking New York 
Gorbor Products Fremont, Mich 
Stanley Works New Britain, Conn. 
Pepoerell Manutacturing Boston 
Lone Star Cement New York 
Colorado Milling & Elevator Deaver 
Peabody Chicago 
Pepsi-Cola New York 
Abbott Laboratories North Chicago, Ill. 
International Minerals & Chemicals Chicago 
Royal McBee Port Chester, N.Y. 
Cerro de Pasco New York 
Electric Storage Battery Philadelphia 
Riegel Textile New York 
Harbison-Walker Refractories Pittsburgh 
Liptoa (Thomas J.) Hobokea, NJ 
Allied Mills Chicago 
City Products Chicago 
Spencer Kellogg & Sons Buffalo, N.Y. 
Certain-teed Products“® Ardmore, Pa 
Southern States Cooperative Richmond, Va. 
U.S. Hoffman Machinery New York 
Temco Aircraft Dallas 
Rolir Aircraft Chula Vista, Calif 
Vertol Aircraft Morton, Pa. 
Wrigiey (¥im,) Je. Chicago 
Liebmann Breweries Brooklyn, N.Y. 
Bristol-Myers New York 
McGraw-Hill Publishing New York 
Lone Star Steel Dallas 
Superior Oli Los Angeles 
Case UJ. 1) Racine, Wis 
Addressograph-Multigraph Cleveland, Ohio 
Aven Products New York 
Bucyrus-Erle South Milwaukee, Wis. 
Bliss (E. W.) Canton, Otno 
Pacific Car & Foundry Renton, Wash. 
Revion New York 
Underwood New York 
Falstafl Brewing St. Lows 
Bigelow-Sanford Carpet New York 
Raybestos- Manhattan Passaic, NJ 
Texas Gulf Sulphur New York 
Kroeller Manufacturing Naperville, Hl 
Walworth New York 
Vick Chemical New York 
Chicago Pneumatic Too! New York 
Joslyn Manufacturing & Supply Chicago 
Hines (Edward) Lumber Chicago 
National Can Chicago 
Harnischfeger Milwaukee, Wis. 
Handy & Harmon New York 
Bulova Watch Flushing, N.Y. 


Wyandotte Chemicals 


“Without excises, 1955 rank would have been 295 


Wyandotte, Mich 


PRICES 


SALES 
($000) 
102,354 
101,138 
100,744 
190,681 


100,642 


100,542 
100,258 
99.683 
98,806 
8, 188 


98,298 
8.083 
97,496 
97.036 


96,789 


96.627 
95,876 
95,612 
94,834 
94,685 


94,672 
93,739 
93,314 
93,191 
92,747 


97,081 
91,778 
90,883 


90,337 
90,027 


90,026 
90,003 
90,000 


89 404 


88,662 


88,051 
88,040 


87 08 
4] 


86,981 


86,826 


86,586 
85,798 
85.768 


85,197 


1811 
84,707 
84.631 


84,573 


R4 


84,309 
83.657 
83,380 


2977 


81,724 


81,480 
81,147 
81,080 


80,060 


11678 


ASSETS 
(3000) 56 
65,834 359 
S/,18/ 295 
65,796 360 
63,135 366 
62,624 370 
6.7206 394 
29,542 487 
$8,935 423 
73,0 34 
3,122 409 
149,457 188 

4268 494 
124,926 223 

2,733 366 
102,572 261 
$22,160 22) 
63,097 367 

3,24 15! 
70,362 342 
61,155 374 
92,907 279 
39,892 461 
40,541 458 
69,878 345 
49,491 422 
$1,013 418 
44,363 444 
51,910 412 
43,891 447 

5,001 477 
26,746 482 
87,941 292 

NA 

52,659 369 
57,677 389 
23,6% 224 

207,444 130 

WG m9 
60,056 375 
$5,264 441 
84,395 302 

3.371 403 
35,809 476 
37,307 + =489 
59,143 381 
43.212 450 
73,427 331 

1354 421 

125,879 221 
16.921 433 
58,953 383 
66,571 354 
82,152 309 

15.345 440 
45,238 442 

1,365 415 
55,943 395 
3,289 495 
55,417 398 

3,260 - 305 


) 
374 


344 
412 
485 
296 
232 
243 
381 
321 
278 
443 


394 


486 
494 


3K¢ 


415 


143 
382 
320 


488 


369 


331 


200 


312 
448 
440 


397 


193 


356 


“*Name changed from Piasecki Helicopter, March 9, 1956. 
“Does not include sales of Bestwall Gypsum, spun off July 1, 1956. “Estimated data 


NET PROFITS 


(5000) 
11,669 
(768) 
6,197 
i972 
8,884 
1,314 
5,075 


j 
16,155 
7,247 
10,859 
5,666 
3,558 
11,047 
1S 
2,854 
1171 
5,152 
J 
2,257 
3,438 
NA 


7,871 


5,04] 
7,289 
6,798 
2,818 


(8,138) 
2,784 
28,136 


4,476 
1 008 
10,354 


4018 


4,805 


3,257 
960 
3,483 


s 00 
4 Sb 


56 
186 
49 
303 
an) 
24 


328 
259 


493 


431 
374 

88 
u44 


359 
285 
209 
319 
351 


453 
407 
480 


M1 


% 
220 


428 


31 
4h 
232 


4 
405 


235 


489 


380 
251 
258 
367 
47 
421 


10 


6 


241 


469 


183 


394 











ADMINISTERED PRICES 913 


PROFIT AS PER CENT OF 


Ts INVESTED CAPITAL STOCKHOLDERS EMPLOYEES SALES INV. CAPITAL COMPANY 
3 ($000) Rank Rank Rank % Rank % Rank 
220 50,194 319 8400 264 6,800 295 14 44 233 2 Square O 
424 68,620 250 6,348 321 5,600 4344 _ ae Palist Brewing 
331 46,278 «(343 7,969 mM 5,700 340 6.2 195 134 220 Wagner Electric 
416 31,384 409 2,467 448 10,500 194 Li 470 34° 471 Foster Whe ter 
232 49,774 324 9,537 243 8212 255 88 88 17.9 90 Federal- Mogul-Bower Bearings 
(2) 32,008 406 5,644 347 4,287 396 34 373 108 313 Copper wold Steel 
470 21,320 468 4650 380 7,632 273 13 48 62 4% Ward Baking 
7 32,094 405 5,124 365 3,751 420 6.0 201 188 8675 Gerber Products 
288 62,140 264 11,327 209 8546 242 51 261 &2 382 Stanley Works 
“0 47,316 338 6,400 320 9,300 222 23 433 48 459 Pepparell Manufacturing 
134 95,331 187 15,085 167 6,018 323 164 14 17.0 «1 Lone Star Cement 
18 17,166 481 3,245 425 1,500 482 1.2 468 66 427 Colorado Milling & Elevator 
64,967 258 7,000 300 4500 379 7.4 182 11.2 301 Peabody 
2 42,164 358 36,000 «68 2,800 453 92 90 21 6 41 Pepsi-Cola 
195 76,530 228 17,497 148 7,085 289 2 @ 14.2 192 Abbott Laboratories 
63 83,511 201 12,001 196 5,082 356 5.6 228 65 430 International Minerals & Chemicals 
366 41,413 363 6314 322 10,000 208 5.9 210 137 24 Royal McBae 
149 125,218 133 5,964 334 NA 84 117 64 432 Cerca de Pasco 
al 6),854 273 13,199 183 5,257 351 38 348 59 45 Electric Storage Battery 
465 40,947 364 57] 482 8,000 262 35 363 81 393 Riegel Textile 
235 66,871 256 5,74 = 342 5,933 328 1? 16.5 122 Harbison-Waiker Refractories 
3? 23,050 460 27 490 2,300 468 5.4 246 218 34 Lipton (Thomas J.) 
398 34,658 390 6,090 328 2,100 471 31 38 82 387 Allled Mills 
345 43,724 350 11,833 203 6,100 320 49 268 10.5 328 City Products 
489 44375 48 5,710 343 1,267 484 13 482 26 475 Spencer Kellogg & Sons 
226 40,205 368 10,262 231 1,700 478 5.3 248 12.2 259 Certzin-te2d Products 
33,577 402 146,983 10 2,245 469 5.6 226 15.3 148 Southern States Cooperative 
20,503 474 4688 379 4,800 369 12 486 5.1 454 U.S. Hlo‘tman Machinery 
388 11,403 493 10,400 228 10,730¢ 188 25 427 198 64 Temeo Aircraft 
233 12,540 491 3,241 426 7,656 271 35 361 25.4 «(18 Rolw Aircraft 
468 10,651 494 1744 481 4899 367 38 M5 23: «32 Vertol Aircraft 
8 72,733 234 12,748 187 2,728 455 1244 3 15.3 148 Weigtey Colm.) Je, 
NA NA 5,500 M7 Llebmann Breweries 
320 40,050 369 15,118 166 2,750¢ 454 63 193 14.0 200 Dristot 1 tyss 
267 27,105 439 3516 415 4,228 «399 a9 8 290 12 McGraw-Hill Publishing 
37,074 982 10,686 224 4455 387 15 4@ 27.4 «(13 Lone Stee Steet 
380 110,427 160 1,589 486 3,000 451 5.7 220 46 83 Superior Oil 
192 93,232 191 8,241 267 6,288 315 _ _ Case (.1.) 
51 40,857 386 3,429 420 9,067 228 a4 (18 1718 «(ot Addressograph-Multigraph 
§ 24,861 452 2,657 438 4531 378 94 684 327 «6 Avon Products 
38 59,274 281 14,379 175 5,849 333 79 134 115 286 Bucyrus-Erie 
Mt 29,166 420 5,120 366 5,665 342 3.5 362 10.3 332 fis: (C. W.) 
67 18,387 479 396 485 3.500 430 33 379 153 150 Pacific Car & Foundry 
21,240 470 6,000 332 2,700 456 938 #77 394 «5 Revien 
71 30,500 415 8,338 6285 13,500 145 _ ~ Underwood 
40 24,823 453 5,220 361 3,100 447 48 20 16.4 124 Felctalt Rrowing 
21 43,196 353 5,100 368 5,800 337 33 378 65 431 Bigelow-Sanford Carpet 
63 41,683 361 5,331 353 6,627 302 49 24 9.9 345 It hestos- Manhattan 
10 107,175 163 56,925 41 1,500 480 me} 2.3 Texas Gulf Sulphur 
8 33,611 401 2,557 443 5,200 354 5.8 219 45 17 Krooh'ar Manufacturing 
33,717 399 10,000 235 5,710 339 53 m9 133 223 Walworth 
6 50,727 312 11,023 215 4,103 404 84 «119 138 207 Viet Chesaiest 
4] 59,432 279 6716 309 6500 307 124 30 714 «(98 CilBago Pneumatic Tost 
4 29,289 419 $15 479 2,969 452 48 271 13.7 2 Jortse iattucing © Sup 
05 37,620 380 1,200 472 3,515 427 59 22 128 237 Hines (Edward) Lumber 
: 21,314 455 4.954 49) 3,500 429 27 «647 10.1 342 fest Can 
: 34,108 394 1,876 457 4,565 377 40 329 96 355 Harnischteger 
, 5 495 a Bit 433 1.2 464 We 6309 It ' ' 


M 34,283 392 4,200 392 6,000 326 44 2 10.2 34 Bulova Watch 
15 2S 1! AS08339 63 moan ere 
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The 500 Largest Industrials 
RANK 


‘Ss 
401 
403 
405 
406 
“7 


4c8 
408 


35 
392 


COMPANY 


Hart Schaffner & Marx 
Cutler-Hammer 
Phitadeiphia & Reading 
Suntide Refining 
Butler Manutacturing 


Briggs & Stratton 

Minnesota & Ontario Paper 
deat Cement 

American Zinc, Lead & Smelting 
Lees (James) & Sons 


Celotex 
Rubereid 
Harsco 

Murray Corp. 
Motor Products 


Dayton Rubber 

Lehigh Portiand Cement 
American Optical 
Houdaille Industries 
Crowell-Collier Publishing 


Beech Aircraft 

Trane 

Northwestern Steel & Wire 
Emerson Radio & Phonograph 
Clevite 


Continental Copper & Steel ind. 
Ceco Stee! Products 

Midland Stee! Products 
Remington Arms 
Rotertshaw-Fulton Controls 


Pennsylvania Salt Manufacturing™ 
American Forest Products 
Tennessee Corp. 

Hawaiian Pineapple 

Lity-Tutip Cup 


Armstrong Rubber 

Kayser (Julius) 

Magnavox 

Pubficker Industries 
Virginia-Carolina Chemical 


Consol. Water Power & Paper 
Savannah Sugar Refining 
Cuban Atlantic Sugar 

Carey (Philip) Manufacturing 
Mueller Brass 


Wood (Alan) Steel 
Times-Mirror® 

Tedd Shipyard 

American Agricultural Chemical 
Mallory (P. R.) 


Great Western Sugar 
Freerort Sutphur 
Berkshire Hathaway 
Gevwid-Netic nal Batteries 
Bibb Manufacturing 


Cie Alden 
Anderson-Prichard Oi! 
Chemptia C2 £ het tty" 
General Refractories 
Great Barta toe 


“Ineludes nonrecurring profit of $4,326 353 
“Includes special charge of $3 million 


HEADQUARTERS 


Chicago 

Milwaukee, Vis 

New York 

Corpus Christi, Texas 
Kansas City 


Milwaukee, Wis. 
Minneapolis, Minn. 
Denver 

St. Louis 
Bridgeport, Pa. 


Chicago 

New York 
Harrisburg, Pa. 
Detroit 

Detroit 


Dayton, Ohio 
Allentown, Pa. 
Southbridge, Mass. 
Buffalo, N.Y. 

New York 


Wichita, Kan. 
La Crosse, Wis. 
Sterling, 1. 
Jersey City 
Cleveland, Ohio 


New York 
Chicago 
Cleveland, Ohio 
Bridgeport, Conn. 


Greensburg, Pa. 


Philadelphia 
San Francisco 
New York 
Honolulu, T.H 
New York 


Wes! Haven, Conn 
New York 

Fort Wayne, Ind. 
Philadelphia 
Richinond, Va 


Wisconsin Rapids, Wis. 


Savannah, Ga 
New York 
Cincinnati, Ohio 
Port Huron, Mich. 


Conshohocken, Pa 
Los Angeles 

New York 

New York 
Indianapolis, Ind 


Denver 

Ne k 
Providence 

Si j ! M ' 


Macon, Ga 


’ * Come, Pa, 
Oklahoma City 
Te 
Philadelphia 

f 


ADMINISTERED PRICES 


SALES 
($000) 
79,532 
79,368 
79,154 
79,012 
78,851 


78,132 
78,092 
77,693 
76,848 
76,555 


76,467 
76,360 
76,328 
76,230 
76,020 


75,813 
75,805 
75,692 
75,424 
74,750 


74,539 
74,444 
74,158 
73,882 
73,582 


73,332 
73,108 
72,219 
72,711 
72,640 


72,417 
72,144 
71,941 
71,809 
71,583 


71,313 
70,940 
70,530 
70,434 
70,195 


70,067 
69,475 
69,459 
69,426 
69,398 


69,230 
69,092 
69,075 
68,500 
68,356 


68,081 
68,078 
68,043 
67,918 
67,911 
6 79 
67,567 
(7,26 
67,227 


7 


ASSETS 


(3000) 
51,911 
49,882 
58,175 
32,565 
41,120 


39,463 
101,258 
98,962 
36,682 
54,268 


78,866 
61,346 
44,372 
76,176 
28,312 


46,538 
115,383 
67,367 
56,243 
NA 


32,473 
44,115 
46,034 
44,280 
64,017 


43,697 
37,718 
42,999 
98,468 
46,221 


81,334 
42.032 
59,693 
66,918 
53,490 


48.926 
40,662 
41,568 

121,815 
64.102 


76,595 
17,284 
59,390 
5) 768 
38,563 


47 386 
48,013 
é 2 
61,282 

£27 


70,749 
59,958 

ara) 
55,733 


74,841 
ISI 
59,714 


} 
heed 


"6 
a 
420 
385 
482 
4% 


463 
262 
269 
473 

00 


“Includes wonrecurring profig of $5.625,000 
Name change to Pennsalt Chemicals, April 24, 1957 


‘35 
406 


NET PROFITS 


($000) 
2,458 
6 4u2? 
8,648 
2,244 


3,982 


2 ne 
7,745 
19,246°! 


3,228 
44 


5,902 
4,292 


5,825 


@ 34952 


"56 
441 
a? 
239 
8 


253 
260 
5 
409 
367 


34 
363 
8 
243 


(1,195)53 491 


2 c 93 
10,725 
2,390 
3,056 
NA 


3,331 
5,740 
5,077 
£4,652 
3,972 


40 
3,041 
2.84? 
8,093 


436 
202 
448 
416 


37 


24 
384 





ADMINISTERED PRICES 


PROFIT AS PERCENT OF 
INVESTED CAPITAL STOCKHOLDERS EMPLOYEES SALES INV. CAPITAL COMPANY 
($000) Rank Rank Rank % Rank % Rank 
29,928 416 1927. 485 7,400 279 31 388 82 38 Hart Schafiner & Marx 
94,225 393 5,100 367 6,190¢ 319 87 102 20.2 51 Culler-Hanmer 
38,898 375 4354 388 5,831 334 10.9 «58 22.2 2 Philadelphia & Reading 
7,908 497 5,000 371 258 = 481 41 325 41.0 4 Suntide Refining 
22,778 461 1136 474 3,197 444 5.1 264 715 © Butler Manufacturing 


26,410 443 5,681 M6 4,277¢ 387 103 67 0.4 10 Briggs & Stratton 

71,972 236 9,193 248 4476 387 99 108 32 Minnesota & Ontario Paper 
79,254 214 9,700 240 3,275 440 3 24.1 2 (deal Cement 

23,984 458 4,182 396 2,432 466 - 135 218 American Zinc, Lead & Smelting 
37,803 379 2,600 441 3,800 417 11.2 Lees (James) & Sons 


42,766 354 8,900 254 4,700 ; 8 208 Celotex 

52,369 304 5,256 359 4,140 h Ruberoid 
27,895 432 5,311 355 5,550¢ ; “3 Harseo 

60,165 278 £325 266 3,925 t Murtay Corp. 
20,594 472 1615 462 700 Motor Products 


21,558 467 8,705 256 4,356 Dayton Rubber 

85,248 «= 199 7,349 «295 3,948 A Lehigh Portland Cement 

44,987 #184 9,909 American Optical 

33,656 400 7,400 294 5,030 ke . Houdaille Industries — 
NA 5,940 NA Crowell- Cellier Publishing 


15,267 485 2,619 439 6,447¢ . x Beech Aircraft 

29,35 3,646 3,824 7 Trane 

24,938 1031 47 3,008 6.9 . 49 Northwestern Steel & Wire 
21,245 7,500 280 5,000 Emerson Radie & Phonograph 
43,796 7,315 297 6,690 5.4 . Clevite 


18,905 5,799 2,700 5.5 Continental Cepper & Steel Ind. 
25,570 2,400 449 3,900 4.2 . Coco Steel Products 

33,412 NA 5,000 3.9 Midland Steel Produtts 
48,769 9314 246 7,207 1L1 Remington Arms 

27,456 7,532 6,217 5.8 Robertshzw-Fuiten Controls 


52,184 7,723 «282 3,251 5.0 : Pennsylvania Salt Manufacturing 
27,779 227s 480 3,136 3.3 Aeerican Forest Products 
47,825 5,000 3,700 13.4 } 53 Tennessee Corp. 

42,369 5,368 5,726 37 Hawaiian Pineapple 

37,856 3,900 405 4,525 8.5 130 Lily-Tulip Cup 


24,049 4,739 2,511 3.9 Armstrong Rubber 

20,276 1875 458 6,080 13 5 464 Kayser (Julius) 

20,419 5,894 4,250 44 Mizj navex 

97,171 + =178 4108 399 2,600 0.4 . 487 Publicker Industries 
50,398 2,156 3,749 2.0 Virginia-Carolina Chemical 


58,675 283 1613 463 4,353 10.4 249 Consol. Water Power & Paper 
12,616 2,022 830 3.1 Savantah Sugar Refining 
49,985 321 2,500 446 NA 48 ‘ 426 Cuban Atlantic Sugar 

30,746 4,200 393 4,200 37 385 Carey (Philip) Manufacturing 
25,676 447 3,827 409 3,382 3.6 \ 350 Mueller Brass 


3147348 1555 468 3,788 45 6 Weed (Alan) Steel 
28,957 424 539 483 3,243 44 329 Times- Mirror 
39,755 371 2,053 6,291 f 27 460 Tous Si'pyard 


40,904 365 8,100 276 3,500 6.0 10.1 339 American Agricultural Chemical 
28,833 422 4,791 5,285 45 10.6 322 altory (P. R.) 


57,505 286 15,912 2,633 5.8 69 420 Great Western Sugar 
10,608 243 12,700 2,000 19.7 8 19.9 nN Freeport Sulphur 


50,370 318 13,246 9,000 14 «456 18 481 Berkshire Hathaway 
27,550 436 1,922 3,300 44 10.7 314 Could-itational Batteries 
50,630 314 4,000 7,200 286 44 3S 5.9 444 Bibb Manufacturing 


1,539 (241 6,807 5,200 336 24 430 23 «479 Clen Alten 

55,383 293 5,250 928 487 11.0 55 13.4 219 Anderson-Prichard Ol 
59.306 280 17,000 5 1,500 481 14D 273 160 131 Champiia Oil & Refinery 
43,257 352 6,619 4937 365 10.7 59 16.7 17 General Refractories 
67,206 251 4525 383 4154 402 8.9 56 &8 312 Great Northern Paper 


“includes nonrecurring profit of $336 808. “Does not include 1956 sales of KTTV, which were consolidated in 1955. "Includes nonrecurring profit of $605,107. 
“includes nonrecurring profit of $1,561,764. “Name changed from Chicago Corp., December 31, 1956. 
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The 500 Largest Industrials 


RANK 
‘6 ‘SS 
41 462 
462 434 
#30 477 
464 ° 
5 454 
466 © 406 
“70 469 
468 445 
469 « 
470 = 470 
an ° 
412 44 
73449 
414 ° 
415 = 452 
476 484 
a 427 
478 498 
479 = 483 
480456 
a «6500 
482 ® 
483 ° 
434 ° 
as o 
436 ° 
“a7 395 
438 ° 
ag . 
490 491 
a ° 
492 464 
a 649 
494 ° 
a5 393 
496 = 380 
“7 ° 
438 . 
499 = 492 
500. 460 


COMPANY 


Atlas Powder 
Calumet & Hecla 
Laclede Steel 
Cessna Aircraft 


Climax Molybdenum 


Minneapolis- Moline 
Clark Ol! & Refining 


Columbian Carbon 
Sundstrand Machine Tool 
National Malleable & Steel Castings 


Fedders-Quigan 

American Metal Products 

Bird & Son 

Reliance Electric & Engineering 


Canada Dry Ginger Ale 


Sutherland Paper 


Arvin Industries 
Consolidated Cigar 


Vanadium 
Harshaw Chemical 


Warren (S. D.) 
Gardner- Denver 
Lear 

Usd) lite 

Burrus Mills 


Western Printing & Lithographing 
Daystrom 

United Engineering & Foundry 
Reeves Brothers 

Langendor! United Bakeries 


Erwin Mifls 


Oxford Paper 
Carpenter Steel 


Mansfield Tire & Rubber 


Motor Wheel 

Masonite 
Cooper-Ressemer 

South Pena Oil 
Consolidated Coppermines 


Totals 


inctudes nonrecurring profit of $471 781. 


HEADQUARTERS 


Wilmington, Del. 
Chicago 

St. Louis 
Wichita, Kan, 
New York 


Minneapolis, Minn 
Milwaukee, Wis. 
New York 


Rockford, til. 
Cleveland, Ohio 


Maspeth, N.Y. 
Detroit 

East Walpole, Mass. 
Cleveland, Ohio 
New York 


Kalamazoo, Mich. 
Columbus, Ind. 
New York 

New York 
Cleveland, Ohio 


Boston 

Quincy, Hl 

Santa Monica, Calif. 
Detroit 


Dallas 


Racine, Wis 
Murray Hill, NJ. 
Pittsburgh 

New York 

San Francisco 


Cleveland, Ohio 
Durham, N.C 
New York 
Reading. Pa 
Mansfield, Ohio 


Lansing. Mict 
Chicago 

Mount Vernon, Ohio 
Oil City, Pa. 

New Yor! 


ADMINISTERED PRICES 


SALES 
($000) 
67,080 
66,666 

66,509 
66,267 

66,266 


66,225 
65,837 
65,530 
65,372 
65,233 


65,156 
65,153 
64,995 
64,827 
64,704 


64,693 
64,613 
64,416 
64,343 
64,336 


64,186 
64,062 
63,901 
63,665 


63,565 


63,305 
63,192 
62,696 
62,264 


2923 


62,015 
61.810 
61,689 
61,635 
61,558 


61,457 
61,395 
61,214 
61,157 
61,031 





174,905,604 «138,977,288 


ASSETS 
(3000) "S655 
47,770 426 428 
66,311 356 350 
36,575 474 484 
36,900 471 
73,288 332 322 


78,310 3127 299 
25,738 493 495 
88,363 291 267 


45,906 437 
50,163 419 410 


28,460 488 
36,905 470 464 
40,959 457 447 
36,528 475 
54,211 405 400 


48,545 425 405 
32,122 485 475 
57,800 388 40: 
73,013 335 «368 


32,505 433 478 


45,530 439 446 
55,778 402 
33,527 480 
22,397 495 
26,837 490 


41,724 454 
40,244 460 474 
47,456 429 


43,688 449 
16,083 498 498 


47,048 432 
37.701 468 453 
65,119 362 361 
42,652 452 
30,442 486 479 


38.086 466 462 
66,620 353 
36,839 472 
58,813 384 354 
39,213 4644 


NET PROFITS 


(3000) 


4,206 
4.613 
4,086 
4,205 
15,153 


2,577 
4424 

3,360 
3,277 
3,969 
2,017 
2,921 

3,102 
4.112 

3,785 


5,946 


4,671 
7.357 


‘os % 
39375 
3306s 


m5 352 
258 


40 4 
485 43) 
47 472 
39 265 
402 

33842) 


353 39% 
272 


1,978 456 


1,956 
(3,261) 


1,784 


3,016 


1,433 


1,129 


620 
1,725 
4,644 
& 3h 


1,377 


l "4G 
7,177 
4,242 
6,028 


5694 


11,501,199 


4s] 
422 
R77 
461 462 
421 


466 
41545 


$3? 
35347 


4 


i 
' 
| 
i 








5 


382 


4 
4a) 


42 
265 


351 
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COMMENTS OF PRESIDENT EISENHOWER AT His Press CONFERENCE, JUNE 26, 1957 


Lioyp M. Scuwartz, of Fairchild Publications. The Bureau of Labor Statistics 
reported yesterday that prices had risen for the ninth consecutive month to an 
alltime high, and for 14 of the last 15 months, and there are warnings in Con- 
gress about inflation threatening the economy, 

Are you still confident that appeals to labor and industry for moderation on 
prices and wages will sneceed, or are we approaching the point where some more 
drastic restraints might be necessary? 


WOULD SHUN CONTROLS 


Answer. Well, of course T believe that if you have to resort, in time of peace, 
to strict governmental control of prices, of wages, services, and things, then we 
are abandoning the system that has made us great and by which have lived and 
in which we believe. 

So that, your suggestion, when you say “something more drastic” I assume 
you mean by governmental authority taking over all of these functions that are 
now entrusted to the interactions of economic forces in our country. 

Now. we watch all of the developments in the economy very closely. As you 
know, first of all, I have this Council of Economie Advisers, but on top of that, 
the Federal Reserve Board watches every movement, they cooperate closely 
with the Treasury which does the same; and there are others, including the 
Secretary of Commerce and his group—and labor. 

The only point I make is this: Government, no matter what its policies, 
eannot, of itself, make certain of the soundness of the dollar, that is, the stability 
of the purchasing power of the dollar in this country. There must be statesman- 
like action, both by business and by labor. 

Frankly, I believe that boards of directors of business, of business organiza- 
tions, should take under the most serious consideration any thought of a price 
rise and should approve it only when they can see that it is absolutely necessary 
in order to continue to get the kind of money they need for the expansion 
demanded in this countrfy. 

FRANK VAN DER LINDEN, of the Richmond Times Dispatch. Mr. President—— 

Answer (continuing). And at the same time labor should demand wages, 
wage increases that conform roughly to the increase in productivity of the 
individual, and the only exception I think they ought to make to that, when there 
are demonstrable injustices existing in particular areas. 

If we dunt do this. I tell you, if you go to specific governmental controls, 
rigidly applied in time of peace, then you are beginning to help make come true 
a prediction we heard a few weeks ago from a man who certainly is no friend 
of ours, and I am not going to be a party to it. 

* * * ae * * * 

Joun R. Grsson, of the Wall Street Journal. Mr. President, on the inflation 
question, sir, could you give us your appraisal of just how serious the threat of 
inflation is now? 

Answer. Well you have had the beginnings of a type of inflation because, after 
having been successful over a period of almost 4 years in keeping the cost of 
living from rising more than a percent or two, I’ve forgotten exactly, within the 
past year, we now have it going up more rapidly and that becomes alarming 
because the curve bends upward. 

Now, part of that, of course, is due to the deliberate policy to bring to the 
farmer his own proper share of national income. We say “proper share,” and I 
am not exactly sure what that means but, as you know, they have taken certain 
years to be representative of justice in this matter, and have tried to approach 
that through all sorts of laws. 

We are still, the whole: country is still, experimenting with laws in that 
question. 

But, that has accounted for a very considerable amount of this increase in 
cost. 

UNITED STATES SPENDING A FACTOR 


The other comes about through increase, increases in governmental snend- 
ing, some of it absolutely vitally necessary, the defense, and things we do abroad, 
to keep the peace, to develop better situations, some of it is that, and some of it 
is undoubtedly what we call the wage-price spiral. 
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Now, it is very difficult to find what is absolutely the just thing in those cases, 
I have had in to see me representatives of both sides, not together, at different 
times. One side gives you a list of statistics and shows you what this means, 
For example, the manufacturer who is putting $500 million into a factory to 
make new jobs and greater prosperity in this country will show you that his 
writeoff of taxes, extending over 25 years, will finally be in dollars that are 
much cheaper than he had to put in to build the thing, because the dollar tends 
to inch up on him all the time. 

Therefore, he thinks he should have a faster writeoff, or he should have his 
writeoff on the basis of what it is going to cost him to replace these facilities 
rather than what the original cost is. The other side comes in and shows you 
all of the privileges exercised by the boards of directors and how much wages, 
what stipends they get, and so on, and it is very difficult, at least for me, to find 
out where justice lays on this point. I do say that, unless there is statesman- 
ship exercised both by business and by labor, as well as sound, sane policies pur- 
sued by Government according to the advice of the best economists we can get in 
this country, then there is real danger of inflation. I think—the fellow right 
here with the gray coat. 


COMMENTS OF PRESIDENT EISENHOWER AT His PRESS CONFERENCE JULY 3, 1957 
STEEL PRICE RISE CITED 


JoHN L. Streetz, of Time magazine. Sir, here at your news conference last 
week you called for statesmanlike action on the part of both industry and labor in 
the matter of wage and price increases. Shortly after you spoke, our largest pro- 
ducer of steel announced a $6-a-ton price increase. I wonder whether you feel 
this falls within the scope of your dictum about merited price increases or 
whether it is something beyond that? 

Answer. Well, very naturally I don’t have the exact knowledge that would 
allow me to make a detailed judgment about such things. I do stand firmly upon 
the idea I advanced, which is that Government alone cannot keep a stable econ- 
omy; the Government alone cannot preserve a svund dollar. There has got to 
be, in a free economy, statesmanlike action on the part of all business elements, 
businessmen and labor, or we are lost. 

Now, the next step, if this thing got out of hand, would be governmental con- 
trols in time of peace, and [ believe governmental control in time of peace is— 
means the beginning of the end. Now, as to the exact decision that was 
made, of what it will mean on our economy, was not—will not be known until we 
know to what extent the users of steel can absorb some of this cost, as the 
automobiles, the refrigerators, and all the rest of it, and also what resistance 
there will be to the sale of these articles as they become higher in price. 

There are a number of forces operating in a free economy that could tend to— 
to vitiate the general effect of this rise. In other words, it might even force a 
backward step. But, in any event, there has got to be cooperation in these circles 
that I have spoken of or we are going to be in trouble. 


EXTRACTS FROM HBARLIER HEARINGS ON THE STEEL INDUSTRY 


1. (Exchange between Senator Burton K. Wheeler, chairman of the Senate 
Interstate Commerce Committee, and William A. Irvin, president of United States 
Steel Corp., April 3, 1936. Hearings before the Senate Interstate Commerce 
Committee, 74th Cong., 2d sess., on S. 4055, p. 595.) 

“The CHAIRMAN. All the witnesses thus far give the impression that their 
prices were set only to meet competition. In other words, they indicate that 
they only follow the bellwether. Somebody, somewhere, must set the original 
price. During the era of the ‘Gary dinners’ we knew how the prices were set. 
They were set because, when they got together in these dinners, they set the 
price. In earlier days, they got together and sat down and agreed in writing 
what the prices should be, but at the present time it seems to be extremely diffi- 
cult to find out who the bellwether is and who fixes the price originally that they 
follow to meet that competition. 

“Mr. Irvin. I would say we generally make the prices. 

“The CHAIRMAN. You generally make the prices? 


a ——a 


cee LLL LLL 


' 





1 
i 
f 








st 
in 


el 
or 


id 
n- 


[0 
S, 


VS © 2° = ct ry 


= = 


ADMINISTERED PRICES 919 


“Mr. Irvin. Yes, sir. We generally make the prices, unless some of the other 
members of the industry think that that price may be too high, and they make 
he price. 

' Phe CHAIRMAN. You lead off, then, with a price charged, either up or down, 
at Gary ; is that correct? 

“Mr. Irvin. Yes.” 

2. (Exchange between Eugene C. Grace, president, Bethlehem Steel Corp., 
and A. H. Feller, special assistant to the Attorney General, November 9, 1939. 
Hearings before the Temporary National Economic Committee, 76th Cong., 2d 
sess., pp. 10601-10603. ) 

“Mr. Fetter. Mr. Grace, do you recall any occasions on which your company 
took the initiative in announcing a lower price on any steel commodity? 

“Mr. Grace. I can’t recall whether we have or whether we haven’t. I know, 
generally, we haven't. 

“Mr. FELLER. Then I take it 

“Mr. GRACE (interposing). I know—I am telling you what the general practice 
is from our company standpoint. Whether we have ever initiated any, I just 
couldn’t say, but in the main we would normally await the schedules as published 
by the steel corporation. 

“Mr. HenpERSON. That went back as far as you can remember the policy of 
the Bethelehem ? 

“Mr. Grace. Yes. 

* * * * * * x 

“Mr. Grace. When we put out a schedule, what we call our official prices, they 
usually represent and are the same as our competitor has put in the market, and, 
in most instances, as a general practice, not looking for a little difference here 
and there, as a general practice, that pace is set, if that is a good word, by the 
steel corporation. 

“Mr. FeLLer. Now, it wouldn’t matter, however, in an actual case, if some com- 
pany would come out at some time in the future, some company other than the 
steel corporation, with a different published price. You would still follow that, 
and you have done that in the past? 

“Mr, Grace. I would still follow that. 

“Mr. Fetter. You would also revise your schedule to fit the new published 
rice? 

. “Mr. Grace. We would be pretty likely to, or I would continue our policy of 
meeting competition, if I wanted the business created at those prices. 

“Mr. Fetter. By meeting competition, you mean going as high as the corpora- 
tion or as low as any person who is quoting on steel. 

“Mr. Grace. I mean going as low. The word ‘competition,’ in my ordinary 
interpretation of it, is to meet a price, if we want the business, that we find the 
purchaser has from some other interest trying to sell that same bill of goods 
to him. 

“Mr. Fetier. Let’s take such a situation as 1936. In the early part of 1936 
you were getting a price which was lower than the price you were getting in 
the latter part of 1936, wasn’t it? 

“Mr. Grace. In 1936 we were getting a lower price. 

“Mr. Fetter. Yes; you remember there were two price increases in 1936, and 
when the steel corporation published a new price list in the early part of 1936, 
and another one in the latter part of 1936, your policy was also to announce 
prices as high as those which had been announced. 

“Mr. Grace. That is right. It was very encouraging to find them doing that. 

“Mr. FeLter. Then you follow them up and you follow them down? 

“Mr. Grace. I would follow them up in that instance. 

“Mr. Fetter. Do you remember any instance where you didn’t follow them up? 

“Mr. Grace. No; and I certainly remember no instances when we didn’t 
follow them down. 

“Mr. HENDERSON. Does that apply also to the extra list? 

“Mr. Grace. Yes; to the extra list as presented I think quite ably by Mr. 
Fairless. You can go to any extent that you want.” 

3. (Exchange between Senator Joseph C, O’Mahoney, chairman of the Joint 
Committee on the Economic Report, and Mr. Arthur B. Homer, president, 
Bethlehem Steel Co., March 2, 1948, hearings before the Joint Committee on the 
Economic Report, 80th Cong., 2d sess., p. 55:) 
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“Senator O’Manoney. Did you make the same increase with respect to these 
semi-finished products that the United States Steel did? 

“Mr. Homer. Yes, sir. 

“Senator O’Manoney. Did you have any conference with United States Steel 
about it? 

“Mr. Homer. No. 

“Senator O’Manoney. How did you happen to make the same increase? 

“Mr. Homer. I think my statement outlines that, Senator. We learned of 
the increase in the market price through our sales people who had heard from 
customers that they were in contact with that the market price had changed, 

“Senator O’Manoney. And you did not take the initiative? 

“Mr. Homer. No, sir. 

“Senator O’MAHONEY. Would you have taken the initiative if United States 
Steel had not? 

“Mr. Homer. I cannot answer that question; it depends upon what the situa- 
tion is. We have taken the initiative in some cases, and at other times we have 
not. It depends on what the product is. 

“Senator O’MAHONEY. Did you make this increase upon the basis of following 
the leader or on the basis of your costs of production? 

“Mr. Homer. Meeting the market situation. 

“Senator O’Manoney. By which you mean that because United States Steel 
put the price up, you put it up? 

“Mr. Homer. It might have been somebody else. 

“Senator O’MAnoNEY. Yes. 

“Mr. Homer. They might have established a price. It all depends on what 
the product is; if you want to meet the competition, you meet the market price. 

“Senator O’Manoney. The implication is that you put the price up on these 
commodities not because your cost accountants told you that you ought to, but 
because your salesmen told you that another company had put them up? 

“Mr. Homer. I would say that it was a combination of both, Senator. Our 
accountants have told us for a long, long time that we were losing money on 
semifinished steel.” 

4. (Exchange between Senator O’Mahoney, chairman of the Joint Committee 
on the Economic Report, with Mr. Arthur B. Homer, president, Bethlehem Steel 
Co., January 24, 1950, hearings before the Joint Committee on the Economic 
Report, Sist Cong., 2d sess., p. 513:) 

“The CHAIRMAN. That is usually the case in Congress; everybody is right. 
3ut I have observed that in the steel industry you all move as a unit. When 
United States Steel announced the price, then the others come right along, and 
it is substantially the same price. That was what was shown in the hearings 2 
year ago; it is what is shown now. 

“Mr. Homer. And it will probably be shown in the future, Senator, because 
in order to stay in business, you have to meet the market level; if you are going 
to get in there and get it, you cannot have your prices way up high and expect 
to get business. 

“The CHAIRMAN. Well, I confess that I am a little bit puzzled in trying to 
understand the position of Bethlehem a year ago and the position of Bethlehem 
today, a very substantial producer, feeling that for purposes of competition when 
United States Steel raises its prices, it must also raise its price. 

“T should think that the competitive effect would be quite the other way and 
that if you retained your price, you might get a better market.” 





[Newsweek, August 12, 1957, p. 77] 
BusINEss TrpES—‘ADMINISTERED” INFLATION 


By Henry Hazlitt 


Gardiner C. Means, an economist who invented the term ‘administered 
prices” in the thirtys, has come up with the theory that the current inflation is 
an “administered” inflation. The solution, he thinks, would be for the Presi- 
dent to call a conference of business and labor leaders, and get an agreement 
from them to “hold the line” for a year or two on wages and prices. But his 
theory of causation is false; and his proposed remedy is not needed, would not 
work, and would greatly aggravate the very evil it is supposed to cure. 
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Past inflations, he agrees, have been “monetary” inflations—the result of an 
increased money supply bidding for the available supply of goods and services. 
This is correct. And it applies to every inflation, including the present one. 

This can be shown by any set of long-term comparisons. At the end of 1939, 
the total supply of money and bank credit (total bank deposits plus currency 
outside of banks) was $64.7 billion. In March of this year it was $221.5 billion, 
an increase of 246 percent. In 1939 wholesale prices were at an index number 
of 50.1; today they are at a level of 117.4, an increase of 136 percent. The chief 
reason why wholesale prices have not gone up even more in this period is that 
there has also been a great increase in production. The increase in the money 
supply is a sufficient explanation of the present inflation. We do not have a 
“new kind” of inflation, and we do not need new explanations. 


ADMINISTERED BY WHOM? 


Neither logic nor statistical comparisons give any support to the “admini- 
stered price” theory of inflation. If sellers can administer prices to any level 
they choose, why weren’t prices as high in 1955, or 1949, or 1939, or 1914, as they 
are today? Why are prices all being raised now? What has prevented them 
from going still higher? 

Certain prices, it is true, are administered (within narrow limits) at levels 
different from those that a perfectly fluid competition would bring about. The 
outstanding directly administered prices are those administered by Government. 
This includes all public-utility rates and railroad rates. But these are admin- 
istered down rather than up. Farm prices have of course been supported by 
Government above free-market levels. Farm products have risen 150 percent 
since 1939, whereas industrial products have risen only 116 percent. 

By far the most important administered price is the price of labor. Wage 
rates have been administered upward by powerful industrywide labor unions. 
Since 1939 hourly wages in manufacturing industries have increased by 229 
percent. 

FALSE CURE 


As a cure for all this, Means would have the President call a conference of 
business and labor leaders at which he would “get agreement from them to hold 
the line” on prices and wages. Now such agreements would be extremely harm- 
ful if they were uniformly adhered to. They would not allow for the relative 
changes in particular prices and wages necessary to adjust output to changes in 
supply and demand. 

But all hold-the-line legislation or voluntary agreements in the past have 
broken down under political pressures, chiefly in favor of wage increases. The 
Means plan left-handedly recognizes this. His proposed agreements would 
allow “small” wage increases to take account of increases in productivity, and 
increases “where a major disparity in particular wage rates required correc- 
tion.” Anyone who remembers our Second World War experience must know 
that such loopholes would be exploited to the point where the hold-the-line 
agreements would become a farce. But even this would be better than their 
strict enforcement. For to try to hold a uniform line on prices and wages, 
particularly if the money and credit supply continued to be increased, would 
have a disastrous effect on production. 

And the scheme is wholly unnecessary. All that is needed to stop the present 
inflation is a halt to the expansion of money-and-credit supply and repeal of the 
legislation that creates monster unions and gives them a coercive wage-raising 
power that employers are impotent to resist. 


[The Journal of Commerce, New York, Monday, August 5, 1957] 
SENATOR KEFAUVER’S TRAP 


The second round of Senator Kefauver’s attack against big business is about 
to start. Beginning August 8, the steel industry will be on the carpet. The 
ot scheduled witness is the chairman of the United States Steel Corp., R. M. 

lough. 

Some traps have been carefully set for him by the Senator from Tennessee 
where folks know a thing or two about traps. The Senator and his staff are 
eagerly standing by to spring them. 
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This puts the spotlight not only on the Senator but on the economist who is 
experting the hearings for him and the committee, Dr. John M. Blair, former 
Federal Trade Commission staffer and a trustbuster from way back. One of 
the committee’s earlier witnesses, Prof. John K. Galbraith of Harvard, also had 
a hand in setting the stage for the second phase of these hearings. 

The Kefauver hearings, although carefully camouflaged as an inquiry into 
“administered prices,” actually are an episode in a much broader campaign, the 
campaign to undermine and ultimately destroy big business. 

Talking about alleged monopoly control in his opening statement, on July 9, 
Senator Kefauver spoke about two possible approaches to the problem—‘either 
try to destroy the power or attempt to control it.” Describing the “antitrust 
approach * * * as most in keeping with our American traditions,” the Senator 
from Tennessee stated that the logical approach would “involve dissolution 
suits on a widespread scale; trustbusting in the literal sense.” 

That is verbatim the same recipe prescribed by Dr. John M. Blair in his 1938 
book, Seeds of Destruction, and, as late as 1949, in a paper on dissolution 
delivered before the economic workshop at the University of Minnesota. 

On this occasion, Mr. Blair said: “The hard core of the monopoly problem 
is the concentration of economic power, specifically the ownership and control 
of a large poroportion of the industrial economy by a small number of giant 
corporations. Within the framework of the antitrust laws, the problem can 
be met in only one way, namely, through dissolution—trust busting in the literal 
sense.” 

In outlining such a dissolution program, Dr. Blair left no doubt that, in his 
opinion, “great size and power, in and of themselves and unaccompanied by 
unlawful practices,” ought to be destroyed as injurious to competition. 

This reminder to those spokesmen of industry who are to appear before the 
Kefauver committee and to those who will have to evaluate these hearings is 
not an attempt to dig into the past in order to discredit the committee’s econ- 
omist because of ideas he may have held in his youth. 

What bothers us is that, as the record shows, Dr. Blair never changed these 
views and is now feeding them to Senator Kefauver, as evident in the use of 
Dr. Blair’s point of having the Senator pick up his 1949 phrase of “trust- 
busting in the literal sense.” 

This stamps the Kefauver hearings as something more sinister than a technical 
exposé of “administered prices’—whatever that term may mean. 

The committee brain trust obviously expects spokesmen for the steel industry 
to “justify” the recent steel price increases as the logical aftermath of rising 
costs. 

That gives the following sentence in Professor Galbraith’s testimony before 
the committee (on July 11) special and somewhat ominous significance. 

Said Professor Galbraith: “The United States Steel Corp. justified its price 
increases of 2 weeks ago by the contention that its costs had risen. In doing 
so, it not only conceded its ability to pass higher costs, including higher interest 
charges, to the consumer but based its policy on the need to do so. But no 
such opportunity is open to the farmer or the smaller businessman. They can- 
not raise their prices, for these are market-determined. They shoulder then- 
selves the effect of the policy.” 

Some astute observers believe that the Kefauver committee will use this Gal- 
braith quotation in an attempt to “trap” the steel industry into the admission 
that its prices are “administered” without any regard to supply and demand 
forces. 

If such a trap is sprung, the steel industry’s economists should have no diffi- 
culty in exploding the myth that the steel industry can work outside the market 
system. 

The record is full of instances where large companies in such fields as steel, 
nonferrous metals, or petroleum products tried to raise prices but couldn’t make 
the increases stick because of competitive conditions in the market place. 

The trouble is that, even if the Kefauver hearings succeed in showing up “ad- 
ministered prices” as a mere figment of the imagination of those who are con- 
stantly finding fault with the capitalistic system, this is not likely to end the drive 
against “bigness per se” once and for all. 

If the current attack proves a dud, “they” will think of something else. 
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CONCENTRATION IN AMERICAN INDUSTRY 


(Report of the Subcommittee on Antitrust and Monopoly to the Committee on 
the Judiciary, 85th Cong., Ist sess., pp. 1-6) 


CONCEPTS AND MEASURES 


The purpose of this study is to provide a comprehensive body of objective and 
reasonably up-to-date information on the degree of “concentration” in the manu- 
facturing segment of the industrial economy of America. All information is 
from the Census of Manufactures for 1954, 1947, and 1935 and from the 1950 and 
1951 Annual Survey of Manufactures. The 1954 data were officially compiled for 
the Subcommittee on Antitrust and Monopoly by the United States Department 
of Commerce, Bureau of the Census. 

The basic measures of concentration primarily used herein relate to the 
proportions of total value of shipments and of total employment in a particular 
manufacturing category accounted for by the 4, 8, and 20 leading companies in 
that category. For some categories, value of shipments is an unsuitable measure 
of manufacturing activity because of inordinate duplication as a result of ship- 
ments between plants in the same category. Where such a category consists of 
an industry classification, value added by manufacture is used instead of value 
of shipments as the basis for measuring concentration. Where the category 
consists of a product classification, it is not feasible to use the concept of value 
added, which is not allocated to individual products, and accordingly concentra- 
tion ratios are omitted in these cases. Value added by manufacture is also used 
in measuring the share of total manufacturing activity accounted for by the 50 
largest, 100 largest, 150 largest, and 200 largest manufacturing companies in the 
country. 

In line with Census Bureau practice, a company is defined to include the activi- 
ties of subsidiaries or affiliates over which the company acknowledges control. 

The classification of industries and products used by the Census Bureau, and 
followed in this report, is the standard industrial classification approved by the 
United States Bureau of the Budget. In this system, which is decimal in 
character, all manufacturing activity in the United States is divided into 21 
major industry groupings. Data for one of these groups, relating to manufacture 
of ordnance and accessories, are not published separately or in full for national 
anaee reasons. The remaining 20 groups are as follows: 

yroup 

20. Food and kindred products 

21. Tobacco manufactures 

22. Textile mill products 

23. Apparel and other fabricated textile products 
24. Lumber and products (except furniture) 
25. Furniture and fixtures 

26. Paper and allied products 

27. Printing and publishing industries 
28. Chemicals and allied products 

29. Petroleum and coal products 

30. Rubber products 

31. Leather and leather products 

32. Stone, clay, and glass products 

33. Primary metal industries 

34. Fabricated metal products 

35. Machinery (except e'ectrical) 

36. Electrical machinery 

37. Transportation equipment 

38. Instruments and related products 
39. Miscellaneous manufactures 

The 20 major 2-digit industry groupings are in turn broken down into 447 
4-digit industry classifications, each consisting of a group of plants or estab- 
lishments producing a more or less closely related group of products. All manu- 
factured products in these categories are broken down into more than 1,000 five- 
digit product classes, and there are in turn broken down further into approxi- 
mately 7,000 seven-digit product classifications. 
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The products assigned to a four-digit industry are said to be “primary” to that 
industry. A plant is ordinarily classified in a particular four-digit industry 
classification if its shipments of the primary products of that industry exceed in 
value its production of products which are primary to any other single four-digit 
industry classification. The primary products of one four-digit industry are the 
secondary products of any other such industry in which they are also produced, 
(There are a few instances in which a product is primary to more than one 
industry. ) 

In many instances, a plant manufactures products which are primary to two 
or more industries; that is, it manufactures not only the primary products of 
the industry in which the plant is classified, but also secondary products of that 
industry. 

For some statistical purposes, the activities of a plant relating to all its prod- 
ucts, primary and secondary, may be combined and assigned to the industry in 
which the plant is primarily engaged, in order to show the total activity of 
plants classified in that industry regardless of whether or not all products manu- 
factured by such plants are primary to that industry. For other statistical pur- 
poses, shipments of the secondary products of each plant may be assigned to the 
respective industries to which such products are primary, in order to show the 
total shipments relating to the primary products of each industry, regardless of 
the industry classification of the plants producing these products. 

The first method, termed “industry classification” in this report, has generally 
been the approach used in previous official reports on concentration utilizing data 
from the census of manufactures for 1947 and 1935, to measure concentra- 
tion in terms of the value of shipments or of employment accounted for by the 
leading firms in individual industries. 

With respect to the measurement of concentration on an employment basis, the 
industry classification method is the only feasible one since employment is re- 
ported only for a plant or establishment as a whole and is not allocated to indi- 
vidual products. 

In order to provide a means of direct comparison with data for earlier years, 
the industry classification method is again used in the present study in measuring 
concentration in terms of shipments as well as of employment. 

In measuring concentration in terms of the value of shipments, however, it is 
possible to use an alternative method (termed “product classification” in this 
report) in which the shipments of each product of a plant are classified in the 
industry to which that product primarily belongs. This method has rarely been 
used in the past because of the inordinate cost of compiling concentration data 
on this basis. The availability of electronic computers in tabulating the 1954 
census of manufactures has made it possible to introduce in the present report 
this measure of concentration which is free from the problem of classifying 
secondary products. 

The product classification approach has the further advantage of permitting 
a measurement of concentration in terms of greater depth of classification than 
otherwise feasible. Accordingly, this report shows the concentration ratios 
based on value of shipments in terms of product classification as well as indus- 
try classification for the four-digit categories. Data on the product classifica- 
tion basis are presented for 426 four-digit product-class groups. In addition, the 
report shows concentration ratios based on value of shipments in terms of prod- 
uct classification for 1,023 five-digit product classes. Census data for certain 
other product categories are not published separately or in full for national 
security reasons. 

Where the industry classification method is used, two important indexes of 
the relative “purity” of the data are shown for each four-digit industry for 
which concentration ratios are indicated: (1) An index of primary product 
specialization, which measures the extent to which the shipments of plants or 
establishments classified in an industry include products secondary to that 
industry; and (2) an index of coverage, which measures the extent to which 
the total shipments of products primary to an industry are accounted for by 
plants or establishments classified in that industry. 


LIMITATIONS AND QUALIFICATIONS 


The present study is more comprehensive than any previous report on the 
Subject. It contains important technical improvements in the measurement 
of industrial concentration. The data presented are the most current and the 
most reliable which are available. Nevertheless, the report remains subject 
to a number of limitations and qualifications which must be clearly understood 
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for the proper analysis and interpretation of the data. The following are espe- 
cially worthy of mention: 

1, The factual information contained in this report is quantitative in nature. 
Bare statistics necessarily omit many qualitative factors which are essential 
to a complete understanding of the competitive structure of the entire indus- 
trial economy or of an individual industry. By the same token, the data them- 
selves do not reveal the causes of the concentration shown, nor the relative 
jmportance of new entries, integration, internai growth, mergers, or business 
decline or mortality in accounting for the degree or trend of concentration. 

2. As has generally been true for reports on this subject, selection of the 
concentration measures used in this report was influenced to a large extent by 
practical considerations relating to availability of data. Three basic considera- 
tions were: (a) the necessity of using an already compiled census; (6) the 
need for using uniform measures for all industries to facilitate the mechanics 
of the project: and (c) the desirability of providing a means of comparing 
current data with information for earlier years, in order to have some indi- 
eation vf trends. Other concepts and measures of industrial concentration than 
those to Which this study is confined might conceivably be of equal or greater 
yalidity for individual industrial categories. 

3. The significance of the concentration ratio in those instances in which the 
measure is meaningful is a relative matter. The concentration of a given per- 
cent of shipments or of employment in the hands of four companies may denote 
a more serious situation for one industry, a less serious situation for another. 
This report presents the facts, concerning concentration in the manner measured, 
including comparisons with earlier data where available; it provides no stand- 
ard for evaluating these facts. 

4. Beeause of data limitations, all the measurements of concentration in this 
report relate to the United States as a whole, even though in many cases the 
industrial markets concerned are regional, or even local, rather than national 
in character. As a general rule, but not necessarily in every case, the effect 
of using a broader geographic market than that in which competition actually 
occurs is to understate the degree of concentration. 

5. Concentration ratios shown in this report for individual categories are 
based upon the shipments, value added, or employment of manufacturing plants 
in the United States and thus make no allowance for imports, although in the 
case of certain products, a substantial part of the supply available in the 
United States market is imported from other countries. For some products, 
domestic production constitutes only a small fraction of imports. The effect of 
omitting imports is generally to overstate the degree of concentration in the 
markets affected, although where imports are marketed domestically by the 
largest companies, the omission of imports from the data may have the effect 
of understating concentration. 

6. The concept of shipments used in this report as a basis for measusing 
concentration conforms to that generally used in Census Bureau statistics. 
Under this concept, interplant transfers, i. e., shipments of products from one 
manufacturing establishment of a company to another plant of the same com- 
pany are included in shipments, but intraplant transfers, i. e., products con- 
sumed in the same plant in which they are produced, are excluded. Thus, for 
integrated companies the value of shipments of materials or components which 
are incorporated in other products of the same companies is included in the 
shipments of such companies as well as in the total shipments of such ma- 
terials or components if these materials or components are transferred to 
other plants of the companies than those in which manufactured, but are 
excluded if such materials are produced and consumed at the same plant. 

7. Data for industry and product categories relate to aggregate shipments, 
value added, or employment in those categories by plants located in the United 
States. No distinction is made between goods marketed domestically and goods 
exported. In those cases in which exports are substantial, therefore, the share 
of the domestic market alone accounted for by the largest companies may be 
higher or lower than the concentration ratio shown. 

8. The concept of employment which is used in this report as another basis for 
measurement of concentration also follows census usage. As indicated earlier, 
every manufacturing establishment is classified in the four-digit industry 
classification to which the products of that plant are primary. The entire 
employment of each plant is thus assigned to a single industry. No distinction 
is made between the employment of an integrated plant which devotes labor to 
producing materials or components for incorporation into its end products and 
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the employment of a nonintegrated plant which purchases such materials op 
components from other plants classified in other four-digit industries. 

9. The classifications of industries and products for which concentration 
measures are used in this report are those used in the census of manufactures 
These classifications were developed over a period of years to serve the genera} 
purposes of the census and other governmental statistics. Although the basie 
data are extremely useful and widely used for a variety of purposes in market. 
ing analysis, the classifications were not designed to establish categories 
necessarily denoting coherent or relevant markets in the true competitive sense, 
or to provide a basis for measuring market power. 

On the other hand, products classified in one 4-digit or 5-digit category may 
compete for the same market with products classified in other categories. Fre. 
quently, products grouped together in a single four-digit classification, while 
related in the sense that they may be manufactured in the same plants, or from 
the same types of raw materials, or by similar production processes, are, never- 
theless, destined for basically noncompetitive uses and markets. This is true, 
although to a lesser extent, for five-digit classifications as well. 

In some cases it would be necessary to select or recombine the basic seven-digit 
product classifications in order to obtain categories having competitive meaning- 
fulness. No attempt is made in this report to fit the census classifications to the 
actual competitive structure of industrial markets. The result is, in some cases, 
a fairly accurate reflection of the degree of market concentration, in others, 
an overstatement, and in others an understatement of such concentration. 

10. In view of the above reservations, the data on concentration in this report 
are not of equal significance. For some categories, the measure of concentration 
may be extremely significant in indicating relative market power: for some it 
may not be significant at all for this purpose. Nevertheless, except in those 
special tabulations requiring selection based upon comparability of classification, 
concentration ratios are shown for all categories, in order to avoid the necessity 
of subjective interpretation of the data for each industry or product classification 
covered. 

The above outline of the limitations and qualifications which unavoidably 
attach to this report emphasizes the importance of due professional caution in 
appraising and evaluating the data presented. It also emphasizes the need for 
continued effort to perfect the data available in this highly important and con- 
troversial field of economic intelligence. 

(The appendix contains the technical notes of the Bureau of the Census which 
accompanied the statistical data which it submitted to the Subcommittee on 
Antitrust and Monopoly. Amplification of several of the above points may be 
found in these comments. Additional detail concerning Census Bureau defini- 
tions, classifications, and methodology may be obtained by reference to the final 
volumes of the census of manufactures for 1954.) 


PLAN OF REPORT 


Part I of this study consists of a series of summaries based largely upon the 
detailed data on concentration for individual industry and product categories 
contained in the other parts of the report. The detailed tables in these other 
parts are arranged in varying sequences to reflect different aspects of the data 
and to facilitate their systematic use. 

Part II presents several tabulations showing concentration ratios for 1954 in 
terms of value of shipments, on the basis of product classification at the 4 
digit level for each product-class group, and at the 5-digit level for each product 
elass. Historical comparisons are not included because data for earlier years 
on this basis are not sufficiently available. 

Part III contains a number of tables showing concentration ratios for 1954 
in terms of value of shipments on the basis of the four-digit industry classifi- 
eations. Corresponding data are shown for 1947 and for 1935, based upon 
censuses for these years, wherever the classifications are sufficiently comparable 
for this purpose. 

Part IV is comprised of various tabulations showing concentration ratios for 
1954 in terms of employment in the four-digit industry classifications. Corres- 
ponding data for comparable categories are also shown for 1951 and 1950, based 
upon the sample surveys made by the Census Bureau for those years, and for 
1935, based upon the census of manufactures for that year. 

Part V presents several tables comparing for each of the four-digit industries 
concentration ratios based upon value of shipments with corresponding ratios 
based upon employment. These tables permit comparisons of industry-by-in- 
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dustry differences in concentration, reflecting differences in the relation of labor 
employed to value of shipments. 

Part VI consists of tables comparing concentration ratios for each of the 4- 
digit industries as classified by the industry classification method with each of 
the 4-digit product-class groups as classified by the product-classification 
method. These tables are included primarily for purposes of technical 
reference. 

Part VII consists of a set of descriptions of all of the 4-digit classifications 
and alphabetic listings of the 4-digit and of the 5-digit classifications used in 
this report. 


STATEMENT BY Hon. Everett M. DirRKSEN, UNITED STATES SENATOR FROM ILLINOIS 


Senator DirKsEN. This report of the Subcommittee on Antitrust and Monop- 
oly, dealing with the subject of concentration in American industry, consists 
of some 750 pages of finely printed statistical tables and explanatory remarks. 

It contains literally hundreds of thousands of concentration ratios and other 
figures. It had been in preparation for almost 2 years, occupying during this 
time the full efforts of a large part of the Industrial Division of the Bureau of 
the Census, and the professional attention of Mr. Jesse J. Friedman, economic 
consultant to the subcommittee, and other members of the subcommittee staff. 
Yet the members of the subcommittee had been given only a few days to review 
a work of extreme professional and political importance, whose dimensions are 
only inadequately described by the information cited above. 

It is, obviously, impossible for any conscientious member of the subcommittee 
to probe and evaluate the qualities of this report, even if one could work 24 
hours a day during the days that had been available to us for this purpose. 
Actually, of course, the members of this subcommittee have other pressing 
duties. 

The report was published without full opportunity for comment by members 
of the subcommittee. Obviously, full justice could not be done in evaluating 
the report within the time limitation imposed, but I am taking the occasion at 
this and the forthcoming hearings to deal with this report on its merits and to 
propose and examine expert witnesses, as the need therefor will arise. 

At this time, I limit myself to a short analysis of the meaningfulness of the 
statistical study on concentration in American industry contained in this report, 
basing by observations entirely upon the introductory text (p. 1-6) as written 
by its author, Mr. Jesse J. Friedman, former economic consultant to the 
subcommittee. 

The introduction of this report, which follows the letter of transmittal and 
the contents pages, contains (on pp. 3 to 5) a remarkable statement of 10 
limitations and qualifications. This statement encompasses the most devastat- 
ing criticism that can be made of the study itself. However, it is often worded 
in such manner that its import may be fully understandable only to the few 
statisticians and economists, and other experts, who are specialists in the sub- 
ject of industrial concentration and its measurement. 

Those of us who are not in that enviable position and to whom this study is 
nevertheless, at least at first glance, a document of conceivably great import- 
ance, are in need of a restatement of the qualifications and limitations in 
language that is understandable. 

Hence I have set it as my task at this time to furnish a translation of the 
technical language contained in this section of the report, so that all of us can 
understand clearly the deficiencies of this study which its author, by his own 
admission, could not or did not avoid. 

I deal here only with those limitations and qualifications which, as the author 
puts it, (p. 3) “are especially: worthy of mention.” 


Limitation and qualification No. 1 

The first of the limitations and qualifications of this study reads as follows 
(p. 4): 

“1. The factual information contained in this report is quantitative in nature. 
Bare statistics necessarily omit many qualitative factors which are essential 
to a complete understanding of the competitive structure of the entire industriai 
economy or of an individual industry. By the same token, the data themselves 
do not reveal the causes of the concentration shown, nor the relative importance 
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of new entries, integration, internal growth, mergers, or business decline or 
mortality in accounting for the degree or trend of concentration.” 

Translated into open language, this passage means that it is impossible to 
ascertain from the factual information contained in this report whether the 
degree of concentration that the study attributes to any group of companies is 
the result of socially or economically undesirable actions or behavior on the part 
of the business concerns (such as conspiracies in restraint of trade), or whether 
it is the result of conditions over which the concerns have no control (such as 
the requirement of large capital investments inherent in the nature of a particu- 
lar manufacturing operation or a particular product). 


Limitation and qualification No. 2 

The second of the limitations and qualifications of this study reads as follows 
(p. 4): 

“2. As has generally been true for reports on this subject, selection of the 
concentration measures used in this report was influenced to a large extent by 
practical considerations relating to availability of data. Three basic consider- 
ations were: (2) the necessity of using an already-compiled census; (b) the need 
for using uniform measures for all industries to facilitate the mechanics of the 
project; and (¢) the desirability of providing a means of comparing current data 
with information for earlier years, in order to have some indication of trends, 
Other concepts and measures of industrial concentration than those to which this 
study is confined might conceivably be of equal or greater validity for individual 
industrial categories.” 

Translated into open language, this paragraph means that the reasons why 
inadequate concentration measures were used were to a large extent considera- 
tions of convenience (practical considerations), among which the following are 
cited: 

(a) “The necessity of using an already-compiled census * * *,” 

There was no real necessity of using an already-compiled census. The sub- 
committee has ample powers and its staff could have obtained valid and pertinent 
data directly from the companies concerned, instead of taking the easy way of 
using United States census data which admittedly were not designed, and are not 
usable, for the purpose of concentration analysis. 

(b) “The need for using uniform measures for all industries to facilitate the 
mechanics of the project * * *.” 

This is a wholly specious reason. The mechanics of the project would have 
been facilitated by developing and using adequate statistics; actually, they are 
hindered and frustrated by the use of unsuitable statistics compiled for purposes 
other than concentration measurements. 

(c) “The desirability of * * * comparing current data with information for 
earlier years * * *,” 

This point is equally without basis. The statement implies that the 1954 data 
used in this study are comparable with those of earlier years (1947 and 1935), 
while in truth this is not the case at all. 

In view of the foregoing, the concluding sentence of this paragraph, that “Other 
concepts and measures of industrial concentration * * * might conceivably be 
of equal or greater validity * * *” must be taken at its full measure, for it 
represents the admission that other statistics on concentration that could have 
been developed or were available are apt to be more valid than the ones that 
have been used in this study. 


Limitation and qualification No. 8 


The third of the limitations and qualifications of this study reads as follows 
(p. 4): 

“3. The significance of the concentration ratio in those instances in which the 
measure is meaningful is a relative matter. The concentration of a given percent 
of shipments or of employment in the hands of 4 companies may denote a more 
serious situation for one industry, a less serious situation for another. This 
report presents the facts concerning concentration in the manner measured, 
including comparisons with earlier data where available; it provides no standard 
for evaluating these facts.” 

The key sentence is the last one: “This report * * * provides no standard for 
evaluating these facts.” It means that in this report the numerical system has 
been divested of its significance. Ordinarily, a given percentage in one place 
means the same as the same percentage given in the same context and in the 
same statistical study in any other place. 
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Here, however, we are told specifically that a concentration of, say, 50 percent 
may denote a more serious situation in one place than a concentration of 50 
percent when it is shown in another place in the same study. That also means, 
for example, a 55 percent concentration ratio in one place may be less serious 
than a 45 percent ratio in another place; conceivably, a 90 percent ratio in one 
place could even denote a less serious situation than a 10 percent ratio in another 
place. 

The question is: What is the validity of a study that seeks to present a numeri- 
eal evaluation of the degree of concentration, when the author, himself, warns 
the reader that the figures recorded therein have no meaning whatsoever? 


Limitation and qualification No. 4 

The fourth of the limitations and qualifications of this study reads as follows 
(p. 4) : 

“4. Because of data limitations, all the measurement of concentration in this 
report relate to the United States as a whole, even though in many cases the 
industrial markets concerned are regional, or even local, rather, than national 
in character. As a general rule, but not necessarily in every case, the effect of 
using a broader geographic market than that in which competition actually 
occurs is to understate the degree of concentration.” 

Here, the author states that he has made the assumption that there is only 
one single market in which American industry sells its products, namely, the 
national market. Of course, everybody know that there are many other markets 
in which American industry operates: There are local markets of all sizes and 
descriptions; and there are markets which exceed the territorial scope of the 
United States, such as numerous international markets. There is, to be sure, 
also a national market, but the figures in this study do not tell us whether the 
uniform use of the national market was justified in any particular case or not. 

Hence, the reader is told that “as a general rule, but not necessari'y in every 
case” the effect of this consistent assumption is to understate the degree of 
concentration. 

Actually, the author says quite properly that he really is not able to say 
whether in any particular case the concentration ratio is overstated or under- 
stated as a result of this deficiency of the basic concentration data. Again, what 
value are such statistics? What value is a study that is based upon them’? 


Limitation and qualification No. 5 

The fifth of the limitations and qualifications of this study reads as follows 

(p. 4): 
“5. Concentration ratios shown in this report for individual categories are 
based upon the shipments, value added, or employment of manufacturing plants 
in the United States and thus make no allowance for imports, although in 
the case of certain products, a substantial part of the supply available in the 
United States market is imported from other countries. For some products, 
domestic production constitutes only a small fraction of imports. The effect 
of omitting imports is generally to overstate the degree of concentration in 
the markets affected, although where imports are marketed domestically by 
the largest companies, the omission of imports from the data may have the 
effect of understating concentration.” 

Here, not even the author of this study can escape the necessity of ad- 
mitting that the mistake of disregarding the competition which imported goods 
provide in the domestic market is bound to overstate the degree of concentra- 
tion, except in those cases where the imports of the largest companies provide 
added competition for their domestic products. 

The fallacy of disregarding imports has been pointed out repeatedly over 
many vears by expert economists and statisticians. It could have been avoided 
with relative ease, simply b¥ including the known quantities of imported goods 
in the calculation of the concentration ratios. 

Some vears ago, Prof. George J. Stigler (of Columbia University) condemned 
the entire 1941 TNEC concentration study solely on the grounds that it left out 
consideration of imports. 

The same condemnation app'ies to the present study. 


Limitation and qualification No. 6 


The sixth of the limitations and qualifications of this study reads as follows 
(p. 4): 

“6. The concept of shipments used in this report as a basis for measuring con- 
centration conforms to that generally used in Census Bureau statistics. Under 
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this concept, interplant transfers, i. e., shipments of products from one manu- 
facturing establishment of a company to another plant of the same company 
are included in shipments, but intraplant transfers, i. e., products consumed 
in the same plant in which they are produced, are excluded. Thus, for integrated 
companies the value of shipments of materials or components which are incor- 
porated in other products of the same companies is included in the shipments 
of such materials or components if these materials or components are trans- 
ferred to other plants of the companies than those in which manufactured, but 
are excluded if such materials are produced and consumed at the same plant.” 

What this means is that, as a result of the indiscriminate inclusion of the 
values of shipments moving between the integrated plants of a single company, 
there is double counting every time such a transfer takes place. And every time 
Such double counting is made in the Census statistics, the concentration ratio 
of the company involved is artificially inflated. 

Moreover, since integrated single plant operations are far more frequent 
among large producers than among medium-sized and small ones, this statistical 
practice means, further, that the market shares of the large companies are 
systematically overstated. Therefore, the very concentration ratios (for the 
4 largest, 8 largest, and 20 largest companies) upon which the entire report 
focuses, are distorted upwards in varying degrees. 

The question is, what good are concentration ratios if they contain sys- 
tematic biases of such type? 


ry 


Limitation and qualification No. 7 


The seventh of the limitations and qualifications of this study reads as 
follows (p.5): 

“7, Data for industry and product categories relate to aggregate shipments, 
value added, or employment in those categories by plants located in the United 
States. No distinction is made between goods marketed domestically and goods 
exported. In those cases in which exports are substantial, therefore, the share 
of the domestic market alone accounted for by the largest companies may be 
higher or lower than the concentration ratio shown.” 

Here, again, is one of those sources of statistical error whose effects are 
completely concealed from the eyes of the unwary user of these statistics. The 
inaccuracies of concentration ratios arising from nonrecognition of export 
markets cannot be minimized by confining their effects to “the domestic market 
alone.” They affect the concept of the entire market, both domestic and foreign. 
Thus, the above-quoted statement that “the share of the domestic market 
alone accounted for by the largest companies may be higher or lower than the 
concentration ratios shown” is misleading. The truth is, that regardless of 
whether exports are substantial or less than substantial, there is a statistical 
bias in all of these figures relating to industries or companies which export 
some part of their output. 

This bias results in a consistent overstatement of concentration ratios. 


Limitation and qualification No. 8 

The eighth of the limitations and qualifications of this study reads as follows 
(p. 5) : 

“8. The concept of employment which is used in this report as another basis for 
measurement of concentration also follows census usage. As indicated earlier, 
every manufacturing establishment is classified in the four-digit industry classifi- 
eation to which the products of that plant are primary. The entire employment of 
each plant is thus assigned to a single industry. No distinction is made between 
the employment of an integrated plant which devotes labor to producing ma- 
terials or components for incorporation into its end products and the employ- 
ment of a nonintegrated plant which purchases such materials or components 
from other plants classified in other four-digit industries.” 

What is said here means that employment is inadequate as a measure of 
concentration because the fact that integration is completely disregarded in 
census statistics. However, this affects not merely concentration measurements 
that are based upon employment; but also those that are based upon product 
shipments, are subject to the same criticism. 

For example, a plant that merely assembles—say 1,000 watches per day—is 
treated the same way as a plant that, not only assembles the same quantity 
of identical watches, but also fabricates all of their component parts. The 
value of shipments of each of the 2 plants is the same, but it is obvious that these 
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2plants are in no sense comparable. Yet, census industry statistics treat them 
as if there were no difference between them. 


Limitation and qualification No. 9 
The ninth of the limitations and qualifications of this study reads as follows 


yb): 

‘9. The classifications of industries and products for which concentration 
measures are used in this report are those used in the census of manufactures. 
These classifications were developed over a period of years to serve the general 
purposes of the census and other governmental statistics. Although the basic 
data are extremely useful and widely used for a variety of purposes in marketing 
analysis, the classifications were not designed to establish categories necessarily 
denoting coherent or relevant markets in the true competitive sense, or to pro- 
vide a basis for measuring market power. On the other hand, products classified 
in one 4-digit or 5-digit category may compete for the same market with prod- 
ucts classified in other categories. Frequently, products grouped together in a 
single four-digit classification, while related in the sense that they may be manu- 
factured in the same plants, or from the same types of raw materials, or by simi- 
lar production processes, are, nevertheless, destined for basically noncompetitive 
uses and markets. This is true, although to a lesser extent, for five-digit classi- 
fication as well. In some cases, it would be necessary to elect or recombine the 
basic seven-digit product classifications in order to obtain categories having com- 
petitive meaningfulness. No attempt is made in this report to fit the census classi- 
fications to the actual competitive structure of industrial markets. The result 
is, in some cases, a fairly accurate reflection of the degree of market concentra- 
tion, in others an overstatement, and in others an understatement of such 
concentration.” 

This is undoubtedly the most striking deficiency of this concentration study. 
The author is to be commended on his candor of stating (in the last two sen- 
tences, above) that he has made no attempt to fit the artificial census classifica- 
tions to the actual competitive structure of industrial markets, and that “the 
result is in some cases * * * an overstatement” and in other cases “an under- 
statement” of the degree of concentration. 

In other words, the author of this study points out that one never knows 
whether a concentration ratio appearing in this report is overstated, whether it is 
understated or whether—apparently only by the sheerest of coincidence—it 
might be “fairly accurate.” 


Limitation and qualification No. 10 


The 10th, and last, of the limitations and qualifications of this study reads as 
follows (p.5): 

“10. In view of the above reservations, the data on concentration in this report 
are not of equal significance. For some categories, the measure of concentra- 
tion may be extremely significant in indicating relative market power; for some 
it may not be significant at all for this purpose. Nevertheless, except in those 
special tabulations requiring selection based upon comparability of classifica- 
tion, concentration ratios are shown for all categories, in order to avoid the neces- 
sity of subjective interpretation of the data for each industry or product classi- 
fication covered.” 

Surely, this paragraph will stand for a long time as an example of frank ad- 
mission. His quote, “* * * the data on concentration in this report are not of 
equal significance,” is so true. They are not; some are worse than others, but 
none seem to be good. 

“For some categories, the measure of concentration may be extremely sig- 
nificant * * * for some it may not be significant at all.” 

Everything that the author has said so far leads to the inescapable conclusion 
that in no case can any of these measures of concentration be proven to have any 
significance, except that in which they may be cloaked by the mantle of misplaced 
congressional sponsorship. 

In view of this, and all of the foregoing, what is it that would be needed to put 
a proper evaluation on the statistics contained in this study? The answer, 
obviously, is an objective interpretation of this staff member’s published data, 
which will undoubtedly be supplied by the economic and statistical professions 
ina manner that may not reflect credit upon this subcommittee or its staff. 
This brings me, again, to my repe®ed warnings of the grave dangers of permit- 
ting staff reports to be published, which reports are unwittingly being accepted 
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by the public and the press the world over as the gospel of the United States 
Senate. 

I emphasize, again, that the foregoing review of this statistical study of con. 
centration in American industry is based entirely upon the author’s own state. 
ments of limitations and qualifications, as they appear on pages 3-5 of this 
report. 


A DEFENSE OF BIGNESS IN BUSINESS 


(New York Times, August 4, 1957) 


IT I8, IN FACT, SAYS AN OBSERVER, DESIRABLE BECAUSE IT PROMOTES RESEARCH AND 
COMPETITION 


By Sumner H. Slichter 


The recent decision of the Supreme Court in the Du Pont-General Motors cage 
suggests the desirability of a review and an appraisal of American policy toward 
competition, monopoly, and bigness in business. The decision reveals the strong 
determination of the Court to prevent competition from being weakened, and 
the Court’s willingness to resort to controversial interpretations of the law in 
order to implement the public policy of preventing restraints on competition. 

But the decision also reminds us that much thinking on the relation of bigness 
to competition is out of date and unrealistic. Hence, the adaptation of tradi- 
tional American antitrust policy to the facts of modern industry requires that we 
take a fresh look at the role of large enterprises in American business—particv- 
larly the role of large enterprises as a source of vigorous and dynamic 
competition. 

When one compares the economy of the United States with the economies of 
other advanced industrial countries, four characteristics stand out conspicuously, 

(1) The Government of the United States endeavors, through broad and 
drastic laws, to prevent restraints on competition and to forestall the growth 
of monopoly. Most other advanced industrial countries either tolerate consider- 
able restraint on competition or even encourage organizations of businessmen that 
are designed to control competition. 

(2) Competition in American industry is far more vigorous and pervasive than 
in the industries of any other advanced industrial country. Indeed, the vigor of 
competition in the United States almost invariably attracted comment from the 
European productivity teams that visited this country in the years following the 
war. 

(3) The United States has many more huge. business enterprises than any 
other country. Several years ago this country had more than 100 corporations 
(exclusive of purely financial ones) with assets of more than $250 million each. 
yeneral Motors produces far more cars than the combined British, German, and 
French automobile industries, and the United States Steel Corp. produces more 
steel than the entire British steel industry. 

(4) Production in many American industries (especially those requiring large 
eapital investment) is highly concentrated in the hands of a few large concerns. 
As a general rule, the concentration of production in other industrial countries is 
far less than here. 

These four characteristics of the American economy are not unrelated. It 
would be wrong to ascribe the widespread and intense competition in American 
industry solely to the strong public policy against restraint of trade, monopoli- 
zation, and interference with competition. Conditions in the United States—the 
absence of class lines, the abundance of opportunity, the weakness of tradition— 
have long made life here highly competitive in all its aspects, and competition in 
business is just one manifestation of this general competitive spirit. But 
America’s unique and firm public policy against restraints on competition has 
un’eubte'v helned gre vtily to keep in@ustry here strongly competitive. 

This strong policy, however, has paradoxically encouraged t!e development 
of giant industrial corporations and the concentration of production in man) 
industries among a few large concerns. 

The growth of enterprises in Europe has been limited by the practice of form- 
ing cartels—a practice which governments have tolerated and even encouraged. 

The cartel or trade association divides markets among its members, limits 
the growth of the mosi efficient concerns, and assures the weak, high-cost con- 
cern a share of the market. 
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In the United States, where cartels are illegal, each concern is pretty com- 
pletely exposed to competition from all other firms, and business goes to the 
firms that can get it. This means that in many industries production is grad- 
ually concentrated in the hands of a few industrial giants, and only a small 
part of the business is left for small firms. 

The trend toward corporate bigness in industry has led many students of 
antimonopoly policy to believe that the American policy of encouraging com- 
petition and discouraging monopoly is turning out to be a failure and to con- 
clude that steps need to be taken to limit the influences of large enterprises 
in American industry. Of many proposals that have been made, two principal 
ones are of particular interest. 

One proposal is that new restrictions be placed on mergers. Some have 
urged that no merger be permitted which cannot be justified by technological 
reasons. Some have proposed that mergers involving a corporation above a 
given size be prohibited unless found by the Federal Trade Commission to be 
in the public interest. 

The second proposal deals with the concentration of production in various 
industries into a few enterprises. It is urged that the Government undertake 
a comprehensive survey of American industry to determine whether enterprises 
exceed the size required by modern technology and that the Government be 
authorized to break up firms that are unnecessarily large. 

Both of these proposals are based on fallacy. They rest upon a mistaken 
conception of the role of large corporations in American business and particu- 
larly upon the relation of large corporations to competition. Each, if put into 
effect, would weaken rather than strengthen competition. In fact, in order to 
stimulate competition, existing restrictions on mergers should be relaxed, not 
tightened, and large enterprises, instead of being threatened with breakup, 
should be given a clear mandate to grow, provided they use fair means. Let 
us examine more completely each of these two proposals to restrict the growth 
of enterprises. 

I. The proposal that new restrictions be placed on mergers arises from the 
fact that the United States in recent years has been experiencing a great wave 
of mergers. But recent mergers have not weakened competition. On the 
contrary, they have indirectly strengthened it because they have enabled man- 
agements to build more diversified and better integrated enterprises——enterprises 
which are more capable of reaching all parts of the vast domestic market, of 
adapting themselves to market shifts and changes in technology, of riding out 
the ups and downs of business, and of supporting technological research and 
development. Many large firms and firms of moderate size have acquired small 
firms, but the acquisitions by the very largest firms have not been numerous. 

The specific circumstances surrounding each merger are unique, but a case-by- 
case examination shows how mergers are helping to build stronger enterprises, 
better able to compete and to hold their own in competition. 

Let us consider a few examples. A maker of cans bought a concern manufac- 
turing plastic pipe in order to get a foothold in the plastic pipe business. A 
maker of railroad freight cars bought companies making electrical equipment. 
truck trailers and dairy supplies in order to shift from a declining business to 
expanding businesses. A food manufacturer bought a west coast manufacturer 
of salad seasoning in order to give nationwide distribution to its product. A 
maker of household ware bought a supplier in order to have a source of pressed 
wood handles for its appliances. 

Unusually competent managements often buy other concerns so that they can 
spread good administrative methods to less efficiently operated enterprises. 

The many advantages produced by mergers show that the proposal that mer- 
gers be prohibited unless they can be justified by technological reasons does not 
make sense. There are good reasons for mergers that have nothing to do with 
technology. 

Moreover, it would be unwise to require Government approval of all mergers 
involving an enterprise above a specified size. That would be substituting the 
decision of Government officials for the decision of businessmen on matters that 
the businessmen are better able to understand. The public interest is amply 
protected by the present drastic provision of section 7 of the Clayton Act. 

Indeed, the fact that mergers often make for more vigorous competition by 
helping managements build stronger and more efficient business enterprises 
indicates the need for relaxing the present severe restrictions on mergers con- 
tained in section 7 of the Clayton Act. This section prohibits any merger which 
is likely to lessen competition substantially in any line of commerce. The fact 
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that the merger may increase the intensity of competition in other lines of 
commerce makes no difference. As section 7 now reads, the total effect of the 
merger on competition is irrelevant. If it is likely to lessen competition sub- 
stantially in any one line of commerce, it is illegal. 

Obviously, the section as it now reads conflicts with the national policy of 
of encouraging competition. It should be rewritten to make the legality of mergers 
depend upon the total effect on competition, thus permitting any merger that 
has the net effect of increasing competition. 

II. The second proposal—to remake the structure of American industry by 
breaking up the largest enterprises—rests upon the mistaken view that, where 
output is concentrated among a few concerns, effective competition does not 
occur. The error of this view is shown by the vigorous competition in various 
industries in which most of the output is made by a few firms—in such indus- 
tries as the automobile, tire, refrigerator, soap, cigarette, paper products, tele- 
vision and many others. 

There are two principal reasons why competition tends to be vigorous when 
production is concentrated among a few large concerns. One is that such 
enterprises keep close track of their rank in sales and fight hard to move ahead 
of rivals or to avoid being surpassed by rivals. 

The second reason, and one that is rapidly gaining in importance, is the fact 
that competition among large firms is being stimulated by the growth of techno- 
logical research. 

It is only within the last several decades that managements have generally dis- 
covered the big returns yielded by technological research. 

As a result, the outlays by private industry on research and development in- 
creased nearly sixfold between 1940 and 1953. In 1957, the total research and 
development expenditures of private industry, exclusive of the aircraft industry, 
which is a special case, are running about 71 percent greater than they were in 
1953. By 1960 outlays on research are expected to be 21 percent above 1957. 

No expenditures are more competitive than outlays on research, for the purpose 
of these expenditures is to improve products, develop new products, and cut costs, 
More than 70 percent of the outlays on research and development are made by 
firms with 5,000 or more employees because concerns with large sales can best 
afford this overhead expense. Hence, the rapidly mounting outlays on research 
indicate both the growing competitiveness of American industry and the increas- 
ingly important role large enterprises are playing in making competition more 
intense. 

Incidentally, competition among large firms is superior in quality to competi- 
tion among small firms and serves consumers more effectively. This is because 
the greater research by the large firms gives the consumers a wider range of 
choice over a period of years than competition among a much larger number of 
small firms that can afford little or no research. 

The large firms are constantly experimenting with new features in their prod- 
ucts which they hope will win the favor of consumers. Sometimes consumers 
like the new features, sometimes they do not, but at any rate they have been 
given a choice. In general, the wider the range of choice open to consumers, the 
more effectively is the welfare of consumers advanced. 

In view of the growing importance of large enterprises as a source of competi- 
tion and the superior quality of this competition, a move to break up large con- 
cerns would be a blunder. 

There is much to be said, however, in favor of incentives for enterprises to split 
themselves voluntarily if the managements consider a split desirable. The 
resulting increase in the number of top managements with independent authority 
to make policies and to try experimnets would be favorable to technological 
progress—provided the concerns are large enough to support extensive research. 
A good incentive for voluntary splits would be created by relieving stockholders 
from liability for the capital gains tax on the appreciation in their holdings from 
the time they purchased the stock up to the date of the split. 

But enforced splitting of enterprises, except as a remedy for flagrant monop- 
olizing of trade by unscrupulous methods, would be another matter. It would 
be demoralizing to managements to be penalized for winning customers by having 
to submit to an enforced disruption of their organizations. 
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In fact, the present law needs to be clarified in order to encourage a few of 
the very largest concerns to strive harder for a bigger share of the market. The 
Sherman Act forbids monopolization of commerce or attempts to monopolize it. 
In general, successful growth, due to superior efficiency and not aided by illegal 
practices, does not violate the law provided there is no deliberate attempt to 
acquire monopoly power. But what practices are evidence of “deliberate at- 
tempts” to achieve monopoly power? 

The managements of a few very large and efficient concerns apparently fear 
that efforts to get more business by cutting prices will be held to be attempts to 
monopolize. There is need to make clear that efforts to win business by giving 
consumers the benefits of low costs will not be regarded as monopolistic. 

III. Americans should hold fast to their traditional views of the importance 
of vigorous competition in industry. This philosophy and the actual practice of 
vigorous competition have been unique and invaluable national assets which 
have contributed immensely to the progressiveness and efficiency of industry 
in the United States. 

But Americans need to discard some widely held but out-of-date views con- 
cerning the relationship between bigness and competition. 

They need to grasp the fact that when production is concentrated among a few 
large concerns, rivalries become peculiarly intense and the additional fact that 
in an age of technological research the large enterprise is an increasingly im- 
portant source of competition. 

Americans need to understand that a variety of conditions—rapidly changing 
technology, the growing importance of industrial research, the growing strength 
of trade unions—tend to increase in many industries the size of the enterprise 
that is able both to compete and to survive in competition. 

Hence, we are likely to see a spread of the tendency for production to be con- 
centrated in a few large or fairly large firms. 

But this trend, if it occurs, should not disturb us. It will simply represent 
an adaptation of industry to the conditions of the time. 

The strength of competition in American industry will to an increasing extent 
be determined by the scale of technological research and development. 

Research will grow as rapidly as engineers and scientists can be found to 
man the laboratories. Hence, one can predict with confidence that competition 
in American industry will continue to gain in intensity. And large enterprises, 
far from being a menace, will, to a growing extent, be the instruments by 
which the country is given the benefit of large-scale technological research and 
of increasingly vigorous competition. 
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ADMINISTERED PRICES 


LAW DEPARTMENT, 
UNITED STATES STEEL Corp., 
New York, N. Y., October 17, 1957. 
Mr. PauLt Ranp Dixon, 
Counsel and Staff Director, Antimonopoly Subcommittee of the Senate 
Judiciary Committee, Washington, D. C. 

Dear Mr. Dixon: With reference to your letter to me dated October 1, 1957, 
and various conferences and telephone conversations between us, I submit the 
following information and comment which I believe cover all matters which 
remain open so far as United States Steel is concerned in connection with the 
hearings on the steel industry by your subcommittee : 

1. Footnote to exhibit I to Mr. Robert C. Tyson’s statement “The Cost Facts 
of United States Steel.” I understand that in the printed record you will add 
to the footnote a parenthetical statement reading substantially as follows; 
(Mr. Tyson has advised the subcommittee that “Income and other taxes as shown 
for the years 1940 through 1956 reflect all subsequent adjustments.” ) 

2. Paragraph 1 of your letter of October 1. I enclose a statement showing 
“Examples of Price Changes Made by Competitors of United States Steel and 
Action Taken by United States Steel—Year 1954.” This supplements material 
appearing in the record at page 883, and following pages. 

(This material may be found on p. 954.) 

38. Paragraph No. 2 of your letter of October 1. I enclose a copy of a press 
release dated at Pittsburgh, Pa., July 8, 1948, in which Mr. Benjamin F. Fairless, 
then president of United States Steel Corp., stated the reasons for the change 
in the method of announcing prices for steel products adopted by United States 
Steel shortly after that date. 

(This material may be found on p. 996.) 

4. Referring to paragraph No. 3 of your letter of October 1, 1957, and our 
subsequent conversations relating thereto, I enclose a table of United States 
Steel’s purchases of scrap for the years 1954, 1955, 1956, and 1957 (first 6 
months) in tons and dollar amounts. 

(This material may be found on p. 996.) 

5. Referring to the statement presented by United States Steel entitled “Con- 
centration in American Industry—As It Pertains to the Steel Industry,” included 
in the record at page 840 and following pages, and to Senator Kefauver’s request 
that the data contained therein be supplemented with data for 1957 (first 6 
months), I enclose a table giving the information requested for 1957 (first 6 
months) to the extent available to United States Steel. 

(This material may be found on p. 971.) 

6. Referring to the statement presented by United States Steel entitled “Price 
Competition in Government Bidding,” included in the record at page 890 and 
following pages, and your verbal request for additional data with respect to the 
analysis of the Government bids referred to therein, I enclose the following: 

(a) List of the bid invitations referred to in the statement. 

(b) Statement of the number of items, of the 711 examined, with respect to 
which 1 or more bidders quoted the same unit price as that bid by United States 
Steel; together with a statement of the number of items with respect to which 
any 2 or more bidders quoted the same unit price, including those instances 
in which there was identity between United States Steel’s price and that of an- 
other bidder. 

(c) Ten examples of identity between United States Steel’s price and that 
of another bidder with certain details of bid invitations and bids submitted. 

(This material may be found on p. 958.) 

With reference to item (0), I wish to point out that this method of tabulation 
does not give proper weight to the approximately 2,600 bids submitted by our 
competitors on the 711 items which bids were different from those submitted 
by United States Steel. As we pointed out in the statement submitted during 
the hearings, there were more than 2,800 bids submitted by our competitors on 
these items of which only about 250 involved prices identical with those bid by 
United States Steel. 

With reference to item (c), I would like to point out that although in the 
examples given there was identity in the unit prices bid by United States Steel 
and one or more of its competitors, factors other than the price bid by United 
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States Steel in each instance determined the bidder awarded the item. I would 
also like to point out that, so far as we can determine from our records, in none 
of the 711 items was the award made on the basis of lot because of identity 
of bids. 

7. Referring to paragraphs Nos. 5 and 6 of Senator Kefauver’s letter to Mr. 
Blough of August 15, 1957, your letter to me dated October 1, 1957, insofar as 
it relates to these paragraphs and our subsequent conversations, all relating to 
remuneration paid and stock options granted to directors and officers of United 
States Steel from 1940 through 1956, I have made certain suggestions to you 
and Dr. Blair as to information to be submitted in satisfaction of this request 
taking into consideration the confidential nature of the information requested 
as Well as the difficulty of tabulating some of the information. I understand 
you will consult with Senator Kefauver with respect to these suggestions and 
will advise me further. 

8. Referring to the summary of certain legal proceedings prepared by you and 
included in the record at page 1018 and following pages, we do not wish to 
comment at this time. However, such failure to comment should not be inter- 
preted as either agreement or disagreement with your summary in whole or in 
part. 

9. Referring to the statements prepared by Dr. Jules Backman entitled “Admin- 
istered Prices” and “Steel Prices, Profits, Productivity, and Wages” which were 
offered for the record by United States Steel at page 616 and accepted as exhibits 
at such time subject to subsequent discussion as to whether or not they would 
be printed in the record, I understand you are willing to print in the record the 
statement entitled ““Administered Prices” without the appendices thereto. This 
is acceptable to us. We still urge that the second statement be printed in the 
record in its entirety. We believe it is very pertinent to the matters involved 
in the hearings, particularly in view of the statement presented by and the 
testimony of Dr. Otis Brubaker, research director of the United Steel Workers 
of America. 

We would also like to have included in the record material recently published 
in the October 1957 issue of the Business Record of the National Industrial 
Conference Board, Inc. This material, a copy of which is enclosed, is entitled 
“Administered Prices and Inflation” and consists of the letter from Dr. Gardiner 
C. Means to Senator Kefauver already referred to in the record, an evaluation 
thereof by Dr. Jules Backman, and a reply to Dr. Backman’s evaluation by Dr. 
Means. 

Very truly yours, 
JOHN S. TENNANT, General Counsel. 


Press RELEASE OF UNITED STATES STEEL Corp. 
[For morning papers, Friday, June 28, 1957] 


PITTSBURGH, June 27.—Increases in wages and benefits that were provided 
for in its 3-year labor agreement reached with the United Steelworkers of 
America last summer will take effect beginning next Monday, July 1, United 
States Steel Corp. announced today. 

The increases occurring on that date will raise United States Steel’s employ- 
ment costs about 6 percent to an alltime high. 

An accompanying increase averaging about 4 percent in its carbon and alloy 
steel prices was announced at the same time by United States Steel. 

This increase, amounting to approximately three-tenths of a cent per pound 
of $6 per ton, will take effect at 12:01 a. m., Monday, July 1, and will bring 
the average of United States.Steel’s carbon and alloy steel prices to about 7% 
cents per pound. 

In announcing the companion developments, Clifford F. Hood, president of 
United States Steel, said: 

“The 3-year contract signed with the United Steelworkers of America on 
August 3, 1956, after a costly 34-day strike, was designed to provide something 
better than the previous annually reopenable labor agreements with that union. 
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Our objective was to obtain a definite period of labor stability to enable us to 
carry out extensive and costly expansion-modernization-replacement programs 
we had scheduled; to enable our customers to carry on their business in an 
orderly fashion, free from the disturbing possibility each year of a shutdown of 
steel operations; to enable our steelworkers themselves to plan for and carry 
out their family programs and responsibilities, without fear of loss of employ. 
ment due to strike at annual contract reopenings; and to retard, if possible, 
the march of inflation. 

“The total increases taking effect will amount to 21 cents per hour, including 
a cost-of-living adjustment of 4 cents per hour to take effect at the beginning 
of the first pay period on or after July 1. This compares with an increase of 24 
cents per hour following the signing of the 3-year labor agreement last August 
8. Since then, however, there have been other contractual cost increases in- 
cluding a cost-of-living increase of 3 cents per hour, which became effective last 
January under terms of the agreement. 

“The new pay adjustments,” Mr. Hood continued, “will bring the corporation’s 
average hourly employment cost for wage employees engaged in steel production 
to about $3.52 per hour, a record high.” 

Mr. Hood called attention to the inflationary pressures on all other costs that 
have been accompanying wage increases in recent years. He cited the fact 
that from 1940 through 1956 United States Steel’s employment costs per employee 
hour had risen 250 percent, while purchased goods and services, taxes and 
other costs had risen 315 percent, or even more substantially. Thus United 
States Steel’s total costs per employee-hour rose 284 percent over this period. 
In contrast, the price of finished steel mill products as measured by the Bureau 
of Labor Statistics, increased only 138 percent. The difference between this 
increase in total costs and the smaller increase in prices has been absorbed 
by United States Steel over the years through greater efficiency of operation, 
intensive cost reduction, the expenditure of billions of dollars on moderniza- 
tion and improvement of our facilities, and partly by a decline in the profit 
rate. 

In emerging from the depression, United States Steel made a profit in 1940 
of 914 cents on each dollar of sales—a figure exceeded in numerous predepres- 
sion years, but never equaled for any year since 1940, Mr. Hood pointed out. 
The nearest approach to that was in 1955, when the corporation earned 9 cents 
on each dollar of sales. Last year it earned 8.2 cents on each dollar of sales. 

Mr. Hood again referred to the chronic depreciation problem that inflation 
has created for United States Steel and all other companies in industries requir- 
ing heavy investment in equipment of long life. 

“In order to maintain production and safeguard the jobs of our employees,” 
Mr. Hood said, “we must replace equipment as it wears out or becomes obsoles- 
cent. But under the present Federal tax law, we can recover as depreciation 
only the original cost of equipment, some of it bought 25 or 30 years ago. Re- 
placement of equipment today costs 2 to 3 times or more the amount recovered 
through regular depreciation. The insufficiency of depreciation to pay the in- 
flated cost of replacement must be met out of reported profit.” 

The pay increases that are about to take effect in United States Steel under 
terms of the August 3, 1956, labor contract (which terminates on June 30, 1959, 
and which provides for further increases in 1958) are these: 

1. A general wage increase of 7 cents per hour for all hourly rated employees, 
plus an increase of 2/10 of 1 cent in the present differential of 6%49 cents per 
hour between each of United States Steel’s 32 job classifications for its produc- 
tion and maintenance employees. 

2. A cost-of-living increase of 4 cents per hour for all hourly rated employees. 
This brings to 7 cents an hour the total cost-of-living adjustments occurring 
under the 3-year labor agreement in the first year of its operation. The adjust- 


ments are governed by the Consumer Price Index of the Bureau of Labor 
Statistics. 
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8. An increase to 14% times the regular rate of pay from 1% times 


the 


regular rate, as the compensation for nonovertime work performed on Sundays. 
4. An increase to double time and one-tenth, from double time, as the com- 


pensation for work performed on any of seven specified holidays. 


In addition to these increases in United States Steel’s employment costs, 
other increases will result from similar and simultaneous adjustments in the 
pay of salaried employees who are covered by labor agreements signed last 
summer, as well as from appropriate increases to other salaried employees, 


Mr. Hood reported. 


United States Steel’s president said the increases in wage and salary rates 
would also result in automatic accompanying increases in overtime pay, in 
holiday and vacation pay, in pay for the time employees are absent from their 
work on jury duty, and in the corporation’s pension costs and its social-security 


tax. 


Revised mill prices for the principal products of United States Steel Corp. 
and turee of its general operating divisions—American Steel & Wire, National 


Tube, and Tennessee Coal & Iron—will be as follows: 
{All figures cents per pound unless otherwise denoted] 


CARBON STEEL 


Semifinished : 
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Hot-rolled sheets (18-gage and heavier) ~....._____--___-____________ 
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Electrical sheets: 


Dlectrical grade hot-rolled, cut lengths 22 gage_____.______--_____ 11 
Electrical grade, fully processed cold reduced, coils and cut length_ 12. 
1Net ton. 
Col. 173. 
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HIGH STRENGTH STEEL 


{All figures cents per pound unless otherwise denoted] 
USS Cor-Ten: 
Structural shapes (including CB’s)~-..._______-______ bee oo ang 
IN ee Srna ee a ate lanpa Meehl GR SER RNE OO Te 
Ne een nn enn enn sete us pereviermw diaeied 
NN AB Le apc lee Rn OS Oe SS 
Nee eT nn ne ce bosri tpt ah 
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Cn a en nme ee iat bat ei Eine eel og 
Fairless Works 
Dee nn eee ene ne ene emnacieenoamieen Sen 
USS Man-Ten R: 
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Neen eee one acmamertnebancsdteunrraconeesiebad 
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Fairless Works__-_-__-- 
Oa, EE Ry oe ke fare os cisicet ace, 
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ALLOY STEEL 
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Hot-rolled strip and sheets 


WIRE AND WIRE PRODUCTS 
Wire rods, carbon: 
Donora, Cleveland, Joliet, and Fairfield 
a nn acinar qnaviesoaitivindhonsmenenengeelones Sighet 
Cold-rolled low carbon strip: 
Titties mem cniogihimanmwagniveiddcy 
I ee cen tnvtapapianentampenmnerece wneinabein 
Wire, manufacturers coarse, bright low carbon: 
Cleveland, Donora, Joliet, Duluth, Rankin, Waukegan, and Fair- 
ee csenencaliee SURE NILES ais tas caesu:Ainsnadinccte saison Geena quae 
Worcester 
1 Net ton. 
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6. 975 
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* $77. 00 
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WIRE AND WIRE PRODUCTS—continued 
[All figures cents per pound unless otherwise denoted] 


Premier spring wire, high carbon: 
Cleveland, Donora, Duluth, and Waukegan 
New Haven, Trenton and Worcester 

MB spring wire, high carbon: 
Cleveland, Donora, Duluth, and Waukegan 
Trenton and Worcester 

Nails, stock : 
Donora, Duluth, Joliet, Rankin, and Fairfield 


Polished staples stock: 
Donora, Duluth, Joliet, Rankin, and Fairfield 
Worcester 
Wire, merchant quality : 
Cleveland 
Donora, Duluth, Joliet, Rankin, and Fairfield 
Worcester 
Wire, barbed: Donora, Duluth, Joliet, Rankin and Fairfield 
Woven fence: Donora, Duluth, Joliet, Rankin, and Fairfield 
Bale ties: Donora, Duluth, Joliet, and Fairfield 
2 Col. 
§ Col. 
# Col. 
5 Col. 
6 Col. 
7 Col. 
#Col. : 


PIPE AND TUBULAR PRODUCTS 


Amount of increase 

Buttweld pipe standard and line, black $8 per ton (discounts reduced 4 points). 
and galvanized, sizes 1% to 4 inches. 

Seamless pipe standard and line, black $8 per ton (discounts reduced 4 points). 
and galvanized, sizes 23g to 24 inches 
OD 

Electric weld line pipe, size 24 inches $8 per ton (discounts reduced 4 points). 
OD 

Seamless and electric weld line pipe, $6.50 per ton (discounts reduced 3% 
sizes 26 to 36 inches OD. points). 

Oil country casing, grade J-55_--_---- oe per net ton with proportionate in- 

Short tubing and casing, all sizes crease in other grades and types. 

Oil country casing, grade J-55 agen per net ton with proportionate in- 

Upset tubing and casing, all sizes_._._.___J creases in other grades and types. 


Drill pipe, grade D, internal ee per net ton with proportionate in- 


as {AN 1 WARIO gis csi cerns cnied been akc hel creases in other grades and types. 
Seamless pressure and mechanical tub- Approximately 5.5 percent. 

ing, carbon. 
Seamless pressure tubing, alloy____._._._ Approximately 4.5 percent. 


STAINLESS STEEL 


Mill price bases and extras are increased about 4 percent. 

All sales are subject to seller’s prices in effect at time of shipment. 

Prices are subject to seller’s lists of extras and deductions and standard con- 
ditions of sale in effect at time of shipment. 

Revised mill prices for the principal products of Columbia-Geneva division of 
United States Steel Corp. will be as follows: 


95009—58—pt. 3——-19 
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[All figures cents per pound, unless otherwise denoted] 





Carbon steel products: 


Steuctaral she Siar Seale aa bale eel atelier aS 6 


Bars and small shapes: 
en ckeeawaweneeees 
NI Gert ninewe cee weneneewnccn wens snus 

ee au aeneeunumaseca 

po) | SiN EO ee 

Hot-rolled sheets (18 gage and heavier) _.-.............---- 

Galvanized sheets, flat or formed_................-.---.--- 

Hot-rolled strip- Rid atari us sp ekcnshnencmens 

RR ER RLS ae ea aes 

Hot-rolled wire rods... ......-.-------------------------- 

Wire-mill products: 

Wire, annealed en ad ave guncuimcimisman 

Wire, galvanized merchant quality ----.-....------ 

Wire, bright basic 

Wire, M. B. high-carbon spring -- 

Wire, premier spring... -- : 

Baling wire, No. 6500 standard, easter 

Nails, stock... -....--- ; 

Galvanized staples, stock. .___- 

Barbed and twisted wire----- 

Woven wire fence.-__-_- ee 

High-strength steel products: 

USS Cor-Ten and Tri-Ten plates - 

USS Man-Ten R Plates-- 

USS abrasion resisting plates - - 


ADMINISTERED PRICES 


Pittsburg 


10. 25 





| 








Torrance 





1 Col. 192. 
2 Col. 213, 
3 Col, 210. 


Geneva 








Prices are subject to seller’s lists of extras and deductions and standard con- 


ditions of sale in effect at time of shipment. 


All sales are subject to seller’s prices in effect at time of shipment. 
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Effect of July 1, 1957, steel-price increase on steel used in typical end-products 


Prepared for the Subcommittee on Antitrust and Monopoly of the Senate Committee on the Judiciary by 
United States Steel Corp., Aug. 16, 1957 


Finished item 


Automatic toaster, 2-slice, price range $12.95 to $28.50. 
Farm tractor with code No. 3 accessories, f. 0. b. factory. __-- 


Electric washing machine, single-tub, wringer-type, price range. 


$104. 95 to $189.95__.___- 
Automobile, average 4-door family ‘sedan without extra acces- 

sories, f. 0. b. factory-- ; 
Double "bed, innerspring mattress, best quality, 252 coils. _- 
Steel office desk, 60-inch double pedest: al. aS ccewSetece 
Electric refrigerator, 7 .7-cubic-foot model. 
Gas range, 4-burner oven and broiler... 
Warm air furnace: 

Gas, steel, forced air- - - 
Oil, steel, forced air 

Electric water heater, 40-gallon, upright 
Gas water heater, 30-gallon, upright - - 
Fuel tank, 3/16-inch wall, 550-gallon capacity-___ 
Box car, 40-foot 6-inch, 50-ton capacity_- ie 
Ball peen hammer, 14-inch ate 
Standard railroad pick, 6 pounds__-- 
Combination pliers, 6-ounce ; 
Mechanic’s double-end wrench, 5-34- inch 
Home freezer, 8 cubic feet 
Vacuum cleaner, hand upright type__.- 
Garbage can, 20-gallon, galvanized __ 
Pail, 12- -quart, galvanized __ 
Stainless kitchen spoon, wood or plastic handle. 
Paring knife, stainless with wood or plastic handle 
Stainless flatware: 


1 Includes cost of pipe and cost of drilling. 








Estimated 
selling 
price 


$20. 00 


2, 700. 00 | 


140. 00 


2, 630. 00 
57. 95 
157. 50 
330. 00 
262. 00 


299. 95 
339. 95 
99. 95 
109. 50 
87. 50 


8, 000. 00 | 


1,89 
3. 38 
.78 

. 57 
249. 95 
. 95 
3.77 
-79 
o@n 


- 53 | 


. 39 





. 59 | 


. 95 
114, 000. 00 | 


Increase in 
cost of steel 
July 1, 1957 





— 


Increased 
steel cost as 
percent of 
selling price 


S 


eCnans. Ww Nr 


. NM, 2 . 
ANOCH NBME UKWRWOWWNH ROS 


Note.—Although exact selling prices and unit weights are not available for every item, these examples 


are considered reasonably accurate. 
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956 ADMINISTERED PRICES 


OocToseR 18, 1957. 


SUBCOMMITTEE MEMORANDUM ON STEEL PRICE CHANGES 


To: Paul Rand Dixon, counsel and staff director. 

From : John M. Blair, chief economist. 

Subject: Analysis of data submitted by United States Steel Corp. on price 
changes instituted by competitors. 


Beginning on page 481 of the transcript, Mr. Blough made some remarks and 
offered data to refute a statement by Senator Kefauver that, “You fixed your 
price and generally the other companies went up about the same amount.” The 
refutation consisted of instances in which price increases were initiated by com- 
panies other than United States Steel. After citing a number of such illustra- 
tions, Senator Kefauver asked Mr. Blough the following question : 

“Mr. Blough, would you put in the record the name of the company and the 
other companies that raised their prices first, the date that you raised yours, and 
what price you raised to.” 

Later, on page 778 of the transcript, Senator Kefauver clarified his request 
to eliminate those periods in which the industry was affected by a strike. This 
was to exclude price changes initiated by companies which were not strikebound 
in anticipation of the settlement of the strike. Also to be excluded were those 
periods characterized by a seller’s market during which producers could, within 
broad limits, charge what the traffic would bear. The Senator’s request was as 
follows: 

“Take sometime when the small companies were not strikebound and you were 
strikebound, or when they were strikebound and you were not, or when it was 
not a seller’s market” (Transcript, p. 778). 

As a result of the discussion held by the staff with officials of United States 
Steel Corp. it was agreed that the substance of the Senator’s request could be met 
if they were to supply instances of price changes initiated by competitors during 
the year 1954—a period in which there was no strike and in which demand for 
steel was relatively slack. 

The United States Steel Corp., on October 16, 1957, submitted a listing of such 
price actions entitled “Examples of Price Changes Made by Competitors of United 
States Steel and Action Taken by United States Steel, Year 1954.” There are 
19 instances in the listing of price changes initiated by competitors that are set 
forth in dollar terms. A comparison of the “new price” of the competitor (i. e., 
the price after the change had been made) with the “old price” of United States 
Steel (i. e., United States Steel’s price at the time the competitor made his 
change and before United States Steel had made adjustment thereto) reveals 
that, with one exception, the price changes initiated by competitors consisted 
of merely a narrowing or elimination of a premium which had been charged 
above United States Steel’s price. After the change the competitor’s new price 
was equal to or even still above United States Steel’s price. Thus, with the one 
exception, the listing does not show instances of price leadership, as it is com- 
monly interpreted, by companies other than United States Steel. 

The one exception, which appears on page 2 of the listing, relates to galvanized 
sheets. From the data shown on the listing, the sequence of events appears to 
be as follows: On July 3, 1954, United States Steel increased its price by $3.50 
a ton, bringing it to a level of $120 a ton. Four days later, Republic increased 
its price, but the amount of its increase, which was only 50 cents, brought its 
price to $117. In the face of this lower price by Republic, United States Steel 
retained the $120 price for about a month but on August 5, 1954 it came down to 
the $117 level of Republic. 


PRICE COMPETITION IN GOVERNMENT BIDDING 


(Prepared for the Subcommittee on Antitrust and Monopoly of the Senate Com- 
mittee on the Judiciary by United States Steel Corp., August 16, 1957) 


In order to understand United States Steel’s competitive bidding on Govern- 
ment invitations, an explanation of the commercial considerations relating to 
such bidding appears to be desirable. 

Irrespective of whether bids are solicited by the Government agencies through 
advertisement or by negotiation, we ordinarily do not have the opportunity to 
determine from the procurement official who our competitors are or to negotiate 
with contracting officers any reductions in our delivered prices that may be 
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necessary to enable us to meet lower delivered prices offered by our competitors. 
However, this does not mean that we cannot evaluate with reasonable accuracy 
the competition we may have with respect to a particular procurement. Past 
experience and published records of previous sealed bid openings will identify 
the likely bidders, the plants from which they may be expected to offer ship- 
ment, and the prices they have previously offered. This, in addition to our 
knowledge of the general market, the prices currently published or offered by 
these competitors, and the mode of transportation specified or normally re- 
quired by the procuring agency will ordinarily enable us to determine the prices 
they may reasonably be expected to quote. If, in the evaluation of the com- 
petitive aspects of a particular procurement, we find that a competitor is likely 
to offer a price which is lower than our own price, we will, if it is commercially 
desirable for us to do so, reduce our own delivered price by an amount which 
we believe will enable us to meet that competitor’s lower delivered price. 

This does not mean that we in all cases are able correctly to evaluate the 
competition which we actually do have with respect to a particular invitation for 
bids. 

EXTENT OF PRICE IDENTITY IN GOVERNMENT BIDS 


It is United States Steel’s experience that there is little identity among bid 
prices submitted to Government agencies on steel mill products. 

In order to be able to submit some statistical evidence of the extent of identity, 
an examination was made, during the period between the hearing before this 
subcommittee on August 12, 1957, and the hearing on August 15, 1957, of records 
in United States Steel’s Washington commercial office of public openings and 
awards on invitations of Government agencies. 

This examination covered November and a portion of December 1954, and 
the second quarter of 1957. For the periods covered all bids were examined 
except those with respect to which information was clearly incomplete. 

For the 1954 period, data were compiled from 40 invitations comprising 619 
individual items. On these items there was a total of over 3,000 individual bid 
prices—an average of about 5 per item. About 600 of these bid prices were 
submitted by United States Steel and over 2,400 by competitors. About 200 of 
the 2,400 bids of competitors were identical with those of United States Steel. 

The 1957 study indicated that the extent of identity was even less. 

This examination covered 26 invitations to bid which included over 90 in- 
dividual items. A total of approximately 490 bid prices were submitted for 
these items—about 90 by United States Steel and about 400 by other steel 
suppliers. 

Of the 400 bid prices submitted by competitors, only 22 competitive bid prices 
were identical with United States Steel. For one standard steel mill product, 
a steel distributor, supplied by United States Steel, bid the United States Steel 
price on 35 items. 


THE SPRINGFIELD ARMORY BID INVITATION 


At the August 12 hearing, the chairman read into the record a statement that 
on a bid to Springfield Armory for alloy bars opened November 19, 1954, United 
States Steel and Bethlehem quoted identical bids of 9.305 cents per pound on 
one item and that United States Steel and Bethlehem quoted identical bids of 
9.355 cents on another item. : 

Attached exhibit 1 lists all of the items included in this bid opening and the 
bids submitted by all bidders. This exhibit indicates the following: 

1, There were 7 items bid on, and 9 bidders who bid on most of these items, 6 
of whom bid on at least 2 bases. 

2. Of all these bids, there were only 2 instances where there was identity be- 
tween the bids of United States Steel and a competitor, those mentioned by 
the chairman; and there were only 4 other instances of identity of bids be- 
tween competitors. 

3. Neither United States Steel nor Bethlehem was awarded either of the 
items on which their bids were identical. Youngstown was awarded both items 
at lower prices. 

4. The bids of United States Steel and Bethlehem were 9.305 cents per pound 
on one item and 9.355 cents on the second item—3 decimal points, not 5 decimal 
points as stated by the chairman. 

The chairman entered in the record information with respect to 4 additional 
items where the bid prices of 2 bidders coincided. We have been unable to 
develop information with respect to these items. 
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Exuisit 1.—Nov. 19, 1954, Springfield, Mass., Armory invitation to bid 
ORD-19-058 55-38 


Name of bidder 


United States Steel Corp. -_---- 
Alternate analysis. __..__-- 
Bethlehem Steel Co 


Youngstown Steel Co 


Western Smelting Co., Omaha, 
Nebr. 
Copperweld Steel Co____.__.-- 


Crucible Steel Co 


Alternate analysis 


Timken Roller Bearing Co. ---_}__.-. 


Republic Steel Co___._-_____-- 
Disston Steel Co... ........--- 


aia GO cvess 


F. 0. b. point 


Item numbers; prices in cents per pound 





Destination_ : 
i aiiahaiatedd i 


Destination. |1¢ 
Mill 


Destination- 
Mill 
Destination - 
Mill_- 


Destination. 
 sentieine 
. Sere 


10.1 
La 


A 


. 240 
. 940 
23 
9. 90 


14 
75 
975 


10. 0309 
9.7 

11. 4149 
11.075 
10. 7149 
-|10. 375 
8.6 o 
10. 2399 | 





1 No bid. 


Destination. 
Mil 





12.6 




















B C D E 
10.005 |10.055 | 9.415 [10.815 
9.305 | 9.355 | 8.715 {10.115 
9.305 | 9.355 | 8.655 | 9.805 
8.975 | 9.025 | 8.325 | 9.475 
9.214 | 9.264 | 8.565 |10.064 
8.8875 | 8.925 | 8.225 | 9.725 
10.50 {10.50 10.4 9. 975 

(1) (1) — |10. 2059 |10. 0059 
} (1) (1) 9.875 | 9.675 
110.0149 |10. 0649 | 9.4149 |10. 9649 
9. 675 9. 725 9.075 |10. 625 
9.3149 | 9.3649 | 8.7149 |10. 2649 
8.975 | 9.025 | 8.375 | 9.925 
9.314 | 9.3649 | 8.6649 /10. 1149 
14.2 14.25 12.8 12.05 




















F G 
() 11. 015 
) 10. 365 
() 7. 805 
@) 7. 475 
38. 739 7.814 
38. 4 7. 475 
117.975 10. 375 
(1) 9. 459 
(4) 9. 125 
9; () 10. 5649 
(*) 10. 225 
() | 9.9149 
(1) 9. 576 
| (1) 9, 4649 
142. 85 11.95 


List of the Government bid invitations referred to in the statement entitled 
“Price Competition in Government Bidding” 


(Prepared by United States Steel Corp., on Aug. 16, 1957, for the Subcommittee on Antitrust and Monopoly 
of the Senate Committee on the Judiciary) 


1954 BID INVITATIONS 


IF B-400-79-55.__ wed 
IFB-155-(2)-106-55_-__- 
IF B-155~(2)-191-55_- 


IF B-155-(2)-176-55_____-| 


IF B-155-(2)-116-55_..___- 
IF B-155-(2)-160-55___. ..- 
IF B-155-(2)-168-55___ .___ 
IF B-155-(2)-150-55_.____- 
IF B-155~(2)-164-55__.__- 
IF B-155-(2)-189-55______- 
IFB-155 (2) -155-55____- 
IF B-155 -(2) 208 55_-..-- 
IF B-155-(2)-239-55_.____ 
IF B -155-(2)-115-55.-._..- 
IF B-155-(2)-206-55_____- 
IF B -155-(2) -205-55_____- 
IF B-155 -(2) -271-55 

IF B -155 -(2)-327-55__ 
IFB 155-(2)-211-55_- 
IF B-155-(2)-210-55 
IF B-155 (2)-313-55 
IF B-155-(2)-341-55 
IF B-155—(2) -360-55_____ -- 
IF B-155-(2)-363-55______- 
3R-51693-R-11-1-54 
IF B-155-(2)-392-55_. 
OO WE ere cans ances 
155/144051/55 
155/144057/55 
155/144046/55_..........-.- 
IF B-155-(2)-495-55, 
IF B-155-(2)-554-55 
IF B-155-(2)-606-55 
IF B-155-(2)-643-55 


IF B-155-(2)-607-55_._..-|- 


IF B-155-(2)-610-55 
155/144030/55_............. 


Total tons, 1954 in- 
vitations. 








Date of 
opening 


June 
June 
July 
Aug. 
Sept. 
Sept. 
Sept. 


22, 1954 
2, 1954 
16, 1954 
1, 1954 
3, 1954 
7, 1954 
Sept. 8, 1954 
Sept. 10, 1954 
Sept. 13, 1954 


. 20,1954 
. 23,1954 
. 24,1954 
ae 
Oct. 
.do 


Oct. 
do 


1, 1954 


4, 1954 


Oct. 15.1954 
Oct. 18, 1954 
Oct. 25, 1954 

Oct. 26,1954 
Nov. 1, 1954 


Nov. 
Dec. 


12, 1954 
1, 1954 


Dec. 20, 1954 
Dec. 27, 1954 


16, 1954 | 











Purchasing | Product Tonnage on 
agency ! invitation 
GSSO__..__| Carbon bars 285 
GSsO... Alloy bars_..- 31 

GSSO._._- Carbon plates_- ts 149 
NPO..... Alloy bars_..- - 100 
GSSO....- Stainless sheets and plates... 13 
GSSO.....| Alloy bars and billets. -- 140 
GSSO..___- Stainless sheets___- | 21 
GSsso._._... Hot-rolled sheets_-_- 301 
GSso_..__| Carbon plates_._- 555 
GSsso..... Wide flange beams 500 
GSSO... Stainless bars_ 8 
Gsso.. Alloy bars._.- 44 
| GSSO._. Carbon bars, billets and forgings - 102 
| GSSO__. Cold-rolled sheets. - 105 
GSSO_.. Staiuless sheets__._- 285 
| GSSO ____| Carbon bars 1, 028 
GSSO.....| Hot-rolled sheets. 4 158 
GSSso... Galvanized sheets_____- 2, 403 
GSsso.. do t 2, 506 
GSSO__.__| Stainless sheets. = 65 
| GSSO._.. do sie | 14 
| GSSO_.___| Carbon plates_.__. | 2, 240 
GSSO__.. do 2, 685 
GSSO.....| Galvanize1 sheets... 78 
GSSO_____| Carbon bars vi | 184 
| GSSO Structural shapes 78 
GSSO... do... L 552 
GSA._____.| Welded pipe spiel 30 
| GSSO_. Stainless plates-__- 5 
NPO Stainless sheets....- ie 2 
GSSO..__- Seamless alloy boiler tubes. -- of 12 
GSsso..... I a alate sn ‘ 15 
GSSO._-__- > ee ee 15 
GSssoO..... we ele See Ae 15 
GSso..... Seamless Wipe. . 6.0.2 ooo ssi de 65 
GSSO..._.| Seamless alloy boiler tubes___. _ 19 
GSso..... -do.. : . oa ll 
GSSO..._- Structural shapes - soy 230 
GSsso....- Seamless carbon and alloy | boiler 121 
tubes. 
GSso..._. I aces 1 
athe ieondili!. [niche eas th watbtdncitehaanee 15, 171 





See footnote at end of table, p. 959. 
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List of the Government bid invitations referred to in the statement entitled 
“Price Competition in Government Bidding’—Continued 


(Prepared by United States Steel Corp., on Aug. 16, 1957, for the Subcommittee on Antitrust 
and Monopoly of the Senate Committee on the Judiciary) 


1957 BID INVITATIONS 


Invitation No. 


Date of 
opening 


Purchasing 
agency ! 


Product 





IF B-155-(2)-1782-57..... 
IFB-155 (2)-1851-57 

IF B-155-(2)-1869-57 

IF B-155-(2)-1868-57 

IF B-155-(2)-1913-57 

IF B-600-1548-57- _ ....-.- 
IF B-155-(2)-1996-57 


IF B-155-(2)-1994-57 


IF B-155-(2)-1995-57..--_- 


IF B-155-(2)-2006-57 
131/79215/57...- - - 
IF B-155 -(2)-1999-57 


IF B-600-1736-57 
IF B -600-1767-57- _ - 
IFB-155-(2)-2107-57_..-.- 
IF B-155-(2)-2121 57 

IFB 155-(2)-2171-57 

IF B-155-(2)-2218-57_..... 
155/147445/57.......-...-.- 
181-S R-26641-57 

IF B-155-(2)-2338-57.- 


236-57Q - - : 

IF B-155-—(2)-2476-57 __.- 
IF B-155—(2)-2493-57___ _- 
IF B-155-(2)-2598-57..__- 


Total tons, 1957 in- 
vitations. 





Apr. 1,1957 

Apr. 4, 1957 

Apr. 12, 1957 

Apr. 18, 1957 
do 


Apr. 26, 1957 
Apr. 29, 1957 
Apr. 30, 1957 
a 1, 1957 


May 6, 1957 | 
7, 1957 | 
May 13, 1957 | 


May 


May 14, 1957 
May 20, 1957 
May 21, 1957 
May 27, 1957 


| May 28, 1957 


May 29, 1957 
do o 
June 13, 1957 


| June 24, 1957 | 
June 27, 1957 


Seamless alloy pressure tubing 
Seamless mechanical tubing 
Carbon bars 

| Welded pipe 

| Seamless mechanical tubing 


| Galvanized sheets.................... 
Seamless alloy pressure tubing 

| Galvanized sheets.................... 
Hot-rolled sheets 


Carbon rounds and blooms and alloy 
billets. 





NPO.... 52]. Stain eee MR iisiccdntincidth teid tio tess 
NPO._---.| Stainless sheets 


GSso._- 


GSSO..._.| 





| Hot-rolled sheets 


| Seamless alloy pressure tubing 
| Galvanized sheets 


Seamless mechanical tubing---------- 
| Cold-rolled sheets. _.........--.--- 
| do__- oesnetns nesses 
Carbon plates 


Tonnage on 
invitation 


293 
228 
575 


4, 541 





chasing Office, Washington, D. C.; GSA—General Services Administration. 


Statement re identity of unit prices, on an item basis, in bids submitted on the 
Government bid invitations referred. to in the statement entitled “Price com- 
petition to Government bidding” 


(Prepared by United States Steel Corp. on Aug. 16, 1957, for the Subcommittee 
on Antitrust and Monopoly of the Senate Committee on the Judiciary) 


1. The number of items, out of a total of 711 examined, with respect to which 
1 or more bidders offered the same unit price as that bid by United 


States Steel 


221 


2. The number of items, out of the aforesaid total, with respect to which 
any 2 or more bidders offered the same unit price, including those in- 
stances in which there was identity between United States Steel’s price 


and that of another bidder 
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Tren EXAMPLES OF IDENTITY BETWEEN UNIT Prices Bip spy UNITED STATES STEEL 
AND OTHER BIDDERS ON THE GOVERNMENT BID INVITATIONS REFERRED TO IN THE 
STATEMENT ENTITLED “PRICE COMPETITION IN GOVERNMENT BIDDING” 


(Prepared by United States Steel Corp. on August 16, 1957, for the Subcommittee 
on Antitrust and Monopoly of the Senate Committee on the Judiciary) 


EXAMPLE NO. 1 


Invitation No. IF B-155-(2)-1869-57. 
Date of opening: April 12, 1957. 
Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 
Item No. : 1. 
Product : Hot rolled carbon steel bars. 
Tonnage : 314. 
Destination : Naval Supply Center, Oakland, Calif. 
Number of bidders on item : 12. 
United States Steel price : $0.07475 per pound, f. 0. b. mill Duquesne, Pa. 
Other bidders who bid same unit price: 
Republic Steel Corp., f. o. b. its producing mill. 
Jones & Laughlin Steel Corp., f. 0. b. its producing mill. 
Awarded to: Ziegler Steel Service Corp. 
Unit price at which awarded : $0.0815 f. 0. b., Naval Supply Center, Oakland, Calif. 
Basis for award: Lowest acceptable bid. 
Explanation of United States Steel price: $0.07475 per pound, f. o. b. mill price, 
Duquesne, Pa. 






EXAMPLE NO. 2 


Invitation No.: IFB—155-(2)-239-55. 
Date of opening : September 23, 1954. 
Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 
Item No.: 6 (c). 
Product : Carbon steel bars. 
Tonnage : 30. 
Destination: Naval Supply Center, Norfolk, Va. 
Number of bidders on item: 6. 
United States Steel price: $0.0655 per pound f. o. b. mill, Youngstown, Ohio. 
Other bidders who bid same unit price: 
Jones & Laughlin Steel Corp., f. 0. b. its producing mill. 
Bethlehem Steel Co., f. o. b. its producing mill. 
Awarded to: Rochester Iron & Metal Co. 
Price at which awarded : $0.0545 per pound, f. 0. b. Tonawanda, N. Y. 
Basis for award : Lowest bid considering all factors. 
Explanation of United States Steel price: $0.0655 per pound, mill price, Youngs- 
town, Ohio. 






EXAMPLE NO. 3 


Invitation No. : IFB—155-—(2)-—2338-57. 

Date of opening : May 29, 1957. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 2 (b). 

Product : Carbon steel plates. 

Tonnage: 41. 

Destination: Naval Shipyard, San Francisco, Calif. 

Number of bidders on item: 3. 

United States Steel price : $0.0855 per pound, f. o. b. mill, Homstead, Munhall, Pa. 

Other bidders who bid same unit price: Bethlehem Steel Co., f. o. b. its pro- 
ducing mill. 

Awarded to: Colorado Fuel & Iron Co. 

Price at which awarded: $0.0880 per pound, f. o. b. its producing mill. 

Basis for award: Lowest acceptable bid. Bids of United States Steel and 
Bethlehem considered nonresponsive. United States Steel’s bid took ex- 
ception to the requirement of the invitation that the material be inspected 

according to the provisions of FTMS 151; made its delivery commitment con- 

tingent upon the award meeting the provisions of the Business and Defense 
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Services Administration’s regulations reopening of books, lead-time require- 
ments, and set-aside limitation. United States Steel offered terms of 30,14-10, 
from date of invoice and provided for a maximum of 10 percent escalation 
in its bid price. The bid of Bethlehem contained an adjustable delivery pro- 
vision; terms of 30,44-40; and provided 10 percent escalation in its price for 
shipments within 6 months and 20 percent escalation for shipments after 6 
months to 12 months, 

Explanation of United States Steel price: $0.0855 per pound, f. o. b. mill price, 
Munhall, Pa. 

EXAMPLE NO. 4 


Invitation No.: IF B-155-—(2)-2476-57. 

Date of opening: June 13, 1957. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 1. 

Product: Cold rolled steel sheets. 

Tonnage: 293. 

Destination: Naval Gun Factory, Washington, D. C. 

Number of bidders on item: 13. 

United States Steel price: $0.07205 per pound, f. o. b. Naval Gun Factory. 

Other bidders who bid same unit price: Bethlehem Steel Co., f. 0. b. Naval Gun 
Factory. 

Awarded to: Weirton Steel Co. 

Price at which awarded: $0.073045 per pound, f. o. b. Naval Gun Factory. 

Basis for award: Lowest bid received based on furnishing material in accord- 
ance with specification (QQ-S—00692 Rev. 2). United States Steel’s bid was 
rejected because of five separate exceptions taken to provisions of the invita- 
tion. Record also shows bid of Bethlehem rejected; however, reasons for 
objections not shown. 

Explanation of United States Steel price: United States Steel offered a delivered 
price to meet the lowest delivered price it anticipated would be bid on this 
item. From its prior knowledge of dealings with the Naval Gun Factory and 
of the market, United States Steel could and did reasonably expect that Bethle- 
hem would offer a bid on this invitation. Upon evaluation of these competitive 
circumstances, United States Steel found that if Bethlehem bid its announced 
price for the item at its producing mill at Sparrows Point, Md., from which 
it could be expected to offer to ship, plus freight from that mill to the Naval 
Gun Factory, its delivered price would be $0.07205 per pound. United States 
Steel accordingly reduced its own delivered price for shipment from its Fair- 
less Works to the Naval Gun Factory by an amount which would enable it 
to meet the equally low price of its competitor. 


EXAMPLE NO. 5 


Invitation No.: IF B—155-(2)-606—55. 

Date of opening: December 20, 1954. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 2. 

Product: Seamless pressure tubing. 

Tonnage: 2,290 pounds. 

Destination: Naval Supply Center, Norfolk, Va. 

Number of bidders on item: 7. 

United States Steel price: $0.9008 per foot, f. o. b. Naval Supply Center, Nor- 
folk, Va. 

Other bidders who bid same unit price: Babcock & Wilcox Co., f. 0. b. Naval Sup- 
ply Center, Norfolk, Va. 

Awarded to: Ellwood Irvins Steel Tube Works, Inc., Philadelphia, Pa. 

Price at which awarded: $0.8071 per foot, f. o. b. Naval Supply Center, Nor- 
folk, Va. 

Basis for award: Low bid considering all factors. There were three bidders on 
this item whose prices were lower than that of the successful bidders; how- 
ever, their bids were apparently considered nonresponsive to the invitation 
because each offered material of average wall thickness rather than the speci- 
fied wall thickness. 
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Explanation of United States Steel price: 
$0.8648 per foot, Ellwood City, Pa. 
Weight per foot of item 2.578 pounds. 
Freight per pound, Ellwood City, Pa., to Norfolk, Va., 0.0139771. 
Freight per foot (2.578 X0.0139771) =0.0360329638. 


er Peet mrwoue Ones Peli ieee ee es $0. 8648 
Freight per foot added to price 





Per foot delivered Norfolk, Va 


EXAMPLE NO. 6 


Invitation No.: 1FB-155-—(2)-176—55. 

Date of opening: September 7, 1954. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 

delphia, Pa. 

Item No.: 4(a). 

Product: Stainless steel sheets. 

Tonnage: 3. 

Destination: Naval Shipyard, Philadelphia, Pa. 

Number of bidders on item: 9. 

United States Steel price: $0.6923 per pound f. o. b. Naval Shipyard, Philadel- 
phia, Pa. 

Other bidders who bid same unit price: Allegheny Ludlum, f. o. b. Naval Ship- 
yard, Philadelphia, Pa. 

Awarded to: Jessop Steel Co. 

Price at which awarded: $0.6350 per pound f. o. b. Naval Shipyard, Philadel- 
phia, Pa. 

Basis for award: Low bid. 

Explanation of United States Steel price: United States Steel offered a de- 
livered price to meet the lowest delivered price it anticipated would be bid on 
this opening. In this instance its evaluation of previous openings and knowl- 
edge of market prices indicated that G. O. Carlson, Inc. was a prospective 
bidder and, upon evaluation that its delivered price to the named destination 
for shipment from its producing mill, Coatesville, Pa., would, if it bid its 
announced price at its producing mill plus actual freight charges to destina- 
tion amount to $0.692341 per pound delivered. Accordingly, United States 
Steel deducted from its delivered price for the item $0.698109 per pound 
($0.6875 per pound mill price and freight, including 3 percent FTT from 
Munhall, Pa. to Philadelphia, Pa., of $0.010609 per pound) an amount suf- 
ficient to make its bid competitive, resulting in its bid of $0.6923 per pound 
delivered. 

EXAMPLE NO. 7 


Invitation No.: IFB-155—(2)-168-55. 

Date of opening: September 13, 1954. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 9(a). 

Product : Wide flange beams. 

Tonnage: 125. 

Destination: Naval Shipyard, Norfolk, Va. 

Number of bidders on item: 3. 

United States Steel price: $0.0560 per pound, f. o. b. mill Homestead, Munhall, 
a. 

Other bidders who bid same unit price: L. Blumbergs Son, Inc., Philadelphia, Pa., 
f. o. b. Philadelphia, Pa. (L. Blumbergs Son also bid a delivered price of 
$0.0585. ) 

Awarded to: Bethlehem Steel Co. 

Price at which awarded: $0.0575 per pound f. o. b. its producing mill. 

Basis for award: Lowest bidder in the aggregate for all items in consideration 
of freight to destinations. Bid of L. Blumbergs rejected because bidder 
would not accept general provisions of the invitation. United States Steel's 
bid provided that if award made for a lesser quantity than that quoted upon, 
price would be subject to revision. 

Explanation of United States Steel price: $0.0560 per pound f. o. b. mill price, 
Munhall, Pa. 
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EXAMPLE NO. 8 


Invitation No. : IF B—155-—(2)-206—55. 

Date of opening : September 24, 1954. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 4 (h). 

Product : Galvanized sheets. 

Tonnage : 200. 

Destination : Naval Supply Center, Oakland, Calif. 

Number of bidders on item: 4. 

United States Steel price: $0.0753 per pound, f. o. b. Pittsburg, Calif. ; $0.076307 
per pound f. o. b. Naval Supply Center, Oakland, Calif. 

Other bidders who bid same unit price: Bethlehem Steel Co. f. o. b. Naval Supply 
Center, Oakland, Calif. 

Awarded to: United States Steel. 

Price at which awarded: $0.076307 per pound f. o. b. Naval Supply Center, Oak- 
land, Calif. 

Basis for award: Lowest cost to the Government. Bid of Bethlehem stated 
that its prices were based on current freight rates and charges and that any 
changes therein would be for the account of the Government. No such quali- 
fication was made by United States Steel. United States Steel discount 
terms, 3014 percent-—80; Bethlehem, one-half percent-40. United States Steel 
minimum acceptable award for shipment to named destination, 60,000 pounds ; 
Bethlehem, 80,000 pounds. 

Explanation of United States Steel price: 

Per pound, mill price Pittsburg, Calif $0. 0753 
Freight included, 3 percent F'TT Pittsburg, Calif., to Oakland, 


asinine tg ica sn tones aRebeiaitadeims, aoa dame ci aaiaen nae . 001007 
. 076307 
EXAMPLE NO. 


Invitation No. : IFB-155-—(2)-205-55. 

Date of opening : October 1, 1954. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 3 (e). 

Product : Galvanized sheets. 

Tonnage : 20. 

Destination : Naval Supply Depot, Great Lakes, Ill. 

Number of bidders on item: 3. 

United States Steel price : $0.0802 per pound f. o. b. mill, Gary, Ind. ; $0.08164 per 
pound f. 0. b. Naval Supply Depot, Great Lakes, Ill. 

Other bidders who bid same unit price: 

Newport Steel Corp., f. o. b. its producing mill. 
(Newport also bid a delivered price of $0.08432. ) 

Awarded to: United States Steel. 

Price at which awarded : $0.08164 per pound f. o. b. Naval Supply Depot, Great 
Lakes, III. 

Basis for award: Lowest cost to the Government. Bids were invited both 
on an f. o. b. mill and/or a delivered basis. While the bids of United States 
Steel and Newport were identical on an f. o. b. mill basis, Newport bid a 
higher delivered price ($0.08432) than did United States Steel. 

Explanation of United States Steel price: 

Per pound mill price, Gary, Ind____~_ _._. $0. 0802 


Freight included, 3 percent FTT from Gary, Ind., to Great 
Lakes, 


Per pound delivered, Great Lakes, Ill . 081642 


United States Steel rounded its delivered price to $0.08164 per pound. 
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EXAMPLE NO. 10 


Invitation No. : IFB—-155—(2)-—210—55. 

Date of opening : October 4, 1954. 

Purchasing agency: United States Navy, General Stores Supply Office, Phila- 
delphia, Pa. 

Item No.: 4 (g). 

Product: Carbon steel plates. 

Tonnage: 100. 

Destination : Naval Supply Center, Oakland, Calif. 

Number of bidders on item: 7. 

United States Steel price : $0.05325 per pound, f. o. b. mill, Geneva, Utah ; $0.06071 
per pound f. o. b. Naval Supply Center, Oakland, Calif. 

Other bidders who bid: Same unit price, Bethlehem Steel Co., f. o. b. its producing 
mill. 

Awarded to: United States Steel. 

Price at which awarded ; $0.05325 per pound f. o. b. mill, Geneva, Utah. 

Basis for award: Low bid considering freight to destination. 


Explanation of United States Steel price: $0.05325 per pound f. o. b. mill price, 
Geneva, Utah. 


IDENTICAL Bips INVOLVING UNITED STATES STEEL Corp. 
(Presented by Antitrust and Monopoly Subcommittee) 


On September 23, 1955, the Navy Department opened bids on steel, cold- 
finished, bar, 2442 inches diameter. Pricing was on an f. o. b. basis. On item 1, 
the American Steel and Wire division of United States Steel bid $0.0895. LaSalle 
Steel Co. bid $0.0895. 

On October 12, 1955, the Navy Department opened bids on steel, bar, cold- 
finished, 2%. inches diameter. Pricing was on a delivered basis. United States 
Steel bid $0.099049. Jones and Laughlin bid $0.099049. 

On October 12, 1955, the Navy Department opened bids on steel, bar, cold- 
finished, 2%¢ inches diameter. Pricing was on an f. 0. b. basis. United States 
Steel bid $0.0905. Jones and Laughlin bid $0.0905. 

On April 13, 1956, the Navy Department opened bids on steel, bar, cold- 
finished, round. On item 1, pricing on an f. 0. b. basis, American Steel and Wire 
division of United States Steel bid $0.0935. Jones and Laughlin bid $0.0935. 

On June 11, 1956, the Navy Department opened bids on steel, cold-drawn bars, 
Pricing was on an f. o. b. basis. The following identical bids, one of which was 
by United States Steel Corp., were received : 















United Union drawn 
Item States steel division, Moltrup 
Steel Republic Steel 
{ 
rete eats ona eRe bat Setecnsaete adodcutoas sdk eowetst $6. 1030 | $0, 1030 | $0. 1020 
EE A Eee . 1030 | . 1030 | . 1030 
a ee ee a ntitdtivephoey<tpebavtben> — - 1145 | 1165 [owe opu-cwsidad 


Source: Department of the Navy. 







SUBCOMMITTEE MEMORANDUM ON IDENTICAL 





BIDDING 


Ocroper 18, 1957. 

To: Paul Rand Dixon, counsel and staff director. 

From: John M, Blair, chief economist. 

Subject: Analysis of data in identical bidding supplied by United States Steel 
Corp. 

Mr. Blough submitted to the subcommittee on August 16, 1957, a statement 
entitled “Price Competition in Government Bidding.” The second page of the 
statement is headed “The Extent of Price Identity in Government Bids.” 

From data in that statement and from additional data supplied by United 
States Steel Corp. upon the request of the staff, the following figures are 
compiled : 
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United States Steel analyzed bids submitted to the Federal Government for 
supply of certain types and amounts of steel, for part of the fourth quarter 1954 
and for the second quarter 1957. Sixty-six invitations were included, 65 by 
the Department of the Navy and 1 by General Services Administration. Ton- 
nages ranged between 1 ton of stainless tubing on 1 invitation, and 2,685 tons 
of earbon-steel plates on another, and totaled 19,721 net tons. 

The original bid invitations were subdivided into different dimensions of the 
steel products desired, and for each dimension there were one to several differ- 
ent destinations. In all, the 66 invitations were subdivided into 711 bid items, 
a bid item being a particular quantity of a particular type and dimension of steel 
product desired at a specific location. 

The United States Steel listed the total number of bids submitted by ali 
companies for all 711 bid items, making a total of approximately 3,500 bids. 
It compared this figure with 221 instances of identical bid prices of United 
States Steel and of its competitors. Mr. Blough appeared to feel that this 
comparison supported his statement: 

“Tt is United States Steel’s experience that there is little identity among bid 
prices submitted to Government agencies on steel mill products.” 

Another comparison, however, can be made from the same data, which 
suggests a much higher incidence of identical bidding on Government purchases 
of steel. United States Steel’s analysis showed that 383 of the 711 bid items 
brought forth 2 or more instances of identical unit prices. Thus, over 53 percent 
of the requests for bids were met by instances of identical prices. The 221 
cases where United States Steel and 1 or more others bid identical unit prices 
represented 31 percent of the 711 bid items. Stated another way, only 46 
percent of the bid items did not produce an instance of identical unit-price 
bidding. 

This indicates a quite different conclusion than that suggested by Mr. Blough’s 
comparison of 221 cases of identity with United States Steel, out of 3,500 bids, 
a mere 6.3 percent. 


MEMORANDUM ON DR. BLAIR’S TESTIMONY 
(Submitted by United States Steel Corp., August 16, 1957) 


We have examined Dr. Blair’s testimony, beginning on page 625 of the tran- 
script for August 10, 1957, with particular reference to the correlation chart and 
regression line appearing on page 6382. 

From this chart one may conclude in a general way that the steel industry 
earns more money when operating at high rates than at low rates. The chart 
cannot, however, provide a precise delineation of that relationship, first, because 
of improper selection and treatment of data and, second, because of improper 
application of the correlation technique. 


THE DATA 


As pointed out in Mr. Tyson’s testimony (p. 4 of the printed monograph) the 
use of percent return on investment is invalid for historical analysis in a period 
of inflation when applied to an industry heavily invested in long-term facilities. 
The percentage is achieved by dividing income stated in one kind of dollar by 
investment recorded in a quite different dollar. 

In the statistical profession this is known as a horses and apples comparison, 
which phrase is the title of a book by Bassett Jones exposing this type of abuse 
of statistical method. Mr. Tyson also drew Dr. Blair’s attention to the statistical 
fallacy, as recorded on page 639 of the transcript. The chart itself records the 
fallacy: For every year since 1940—except for 1947 and 1953, to be dealt. with 
in a moment—the residuals are positive. This should indicate to the careful 
statistician that a trend factor has been at work since 1940. The trend factor 
is, of course, inflation and its resulting exaggeration of the percent return on 
investment data. 


Dr. Blair quite properly eliminated the war years in his study, presumably 
on the grounds that the data of those years were abnormal and hence should 
not be allowed to influence determination of the regression coefficient and line. 
Incidentally, if they had not been excluded, there would have been no significant 
correlation. It seems that, with equal validity, the years 1947 and 1953 could 
equally have been excluded as years heavily reflecting the price-control after- 
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math. In 1947, steel prices in relation to prices in general were lower than ip 
any other year before or since within the span of the record. 

It was not until Mareh 1953 that the steel industry was freed of price contro] 
in connection with the Korean conflict. If the years 1947 and 1953 had also beep 
eliminated from the calculations as abnormal years, it would have shifted the 
location of the regression line, and it is doubtful that Dr. Blair could then have 
commented, as he did on page 628 of the transcript, that ‘“‘the distance or devia. 
tion of the showing for the first 6 months of 1957 was the greatest in the history 
of the steel industry * * *.” We have not undertaken to check this out, since 
the study is already invalid in terms of the data it employs. 

In his analysis, Dr. Blair has lumped the whole steel industry together, thus 
achieving a far higher correlation coefficient than he would have achieved had 
he chartered the data for the individual companies. He has hidden a wide varia- 
tion, which his data on income percent for 1957 (p. 633 of the transcript) disclose, 
in the case of only 4 companies, to range from 11.2 to 16.4 percent on an annual 
basis. 

Certain qualifications should prudently be noted about Dr. Blair’s estimate 
of income percentage of investment for 1957. It is based on the figures for four 
companies. It is based on data for the first 6 months. In selecting this 
measurement, Dr. Blair noted, first, that data for other companies were not 
yet available; second, that the figure could be regarded as representative because 
in the past the percent return for the 34 companies was similar to that of the 
4 largest companies, and in a number of years was greater than that of the 4 
companies; and, third, that it was assumed that the rate of return in the 
second half of the year would be the same as in the first half. 

With regard to data for other companies, the First National City Bank 
of New York on August 2 released its monthly letter containing on page 89 
a report of profit margins in steel based on reports issued by 35 producers, 
A copy of the report is appended. 

Of interest to the subcommittee is the bank’s finding that the profit margin 
in the first 6 months of 1957 was the same as in the first 6 months of 1956— 
7.9 cents per dollar of sales. 

With regard to the second point, that earnings rates of the larger companies 
are characteristically similar to or less than those of smaller companies on the 
average, this may well be true, but the extent to which it is true cannot be 
measured in the absence of facts. 

With regard to the third assumption, that a year’s results can be estimated 
by doubling the first half’s results, a good deal of caution should be observed. 
There is involved the possibility of seasonal fluctuation. Presumably, Dr. 
Blair prudently looked into that matter, although his testimony does not 
evince it. Some insight into the probability that events in one period of time 
will reproduce those of the immediately preceding period can be quickly 
gained by mere inspection of Dr. Blair’s chart. Thus, there was marked 
difference in the earning rate between 1948 and 1949; also between 1949 and 
1950; also between 1953 and 1954, between 1954 and 1955, between 1955 and 
1956, and so on. In fact, this is true of all adjoining pairs of years shown on 
the chart. In view of this, the rate in 1957 may possibly turn out to be similar 
to the rate in that first 6 months, but he would be a bold person, indeed, who 
based a portentous conclusion on the certainty of it. 

If Dr. B'air had used proper data, company by company, his scatter diagrams 
would look like the attached one for United States Steel. In this diagram, 
United States Steel’s income percent of sales has been plotted against its per- 
centage rate of operations for the same years that Dr. Blair used, except that 
data for the years 1902 to 1919 have been added, leaving out the years of 
World War I. 

The correlation coefficient is 0.74, against Dr. Blair’s 0.91. The regression 
coefficient is 0.29, against Dr. Blair’s 0.23. This chart also shows that greater 
rates of return are associated with greater rates of operation. But the dependa- 
bility of such a relationship is far less than one would presume from Dr. Blair's 
analysis. For United States Steel, the percent return on sales in the first half 
of 1957 was 9.9 and the operating rate was 92.6 percent of capacity. As shown 
on the diagram, it falls well below the regression line, and in so doing reverses 
Dr. Blair’s conclusion. The fact is that United States Steel’s income percentage 
in the first half of 1957 was far below—not a recordbreaking degree above— 
the percentage justified by what Dr. Blair calls (p. 628 of the transcript) “the 
normal relationship between profit rate and operating rate.” 
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STATISTICAL TECHNIQUE 


In view of the above comments concerning the data, any extensive review 
of Dr. Blair’s application of correlation techniques seems somewhat super- 
fluous. Certain points might, however, be briefly noted. Correlation technique 
was originally developed by the English school of biometricians for analyzing 
relationships between measurements characterized by normal distributions. 

Many series of economic data, including those used by Dr. Blair, are not so 
characterized. If they had been, then his scatter diagram would have shown 
a clustering of the plotted points toward the center of the regression line, 
with the frequency of them thinning out toward the ends of that line. Failure 
to do so means, as a matter of arithmetic, that the extreme measurements 
dominate the location of the regression line and the correlation coefficient. That 
the results may thereby be rendered spurious is easily demonstrated. Thus, 
by eliminating the data for just 2 years, 1921 and 1952, Dr. Blair would have 
obtained a substantially different regression coefficient and correlation coef- 
ficient. 

Dr. Blair, in fitting a straight line to the data, has assumed that the ratio 
of change in operating rate to change in income percentage is constant through- 
out the range of operating rates. Yet simple inspection shows that, for all the 
observations in which the operating rate exceeded 50 percent, a curve could be 
drawn that would constitute a far better fit to the data than the one he shows. 
In short, in terms of defective statistical technique alone, he has failed to delineate 
“the normal relationship between profit rate and operating rate” for years in 
which the industry operated at over 50 percent. 


STATEMENT BY JOHN M. BLAIR, CHIEF ECONOMIST, SUBCOMMITTEE ON ANTITRUST 
AND MONOPOLY 


(In reply to memorandum on Dr. Blair’s testimony submitted by United States 
Steel Corp. on August 16, 1957) 


(1) With respect to the memorandum’s point concerning the positive residuals 
since 1940, plotting all of the residuals against time and omitting 1947 and 1953, 
the observations for 1948-56 each are only about 1.8 units above the line. The 
chart thus suggests a shift in level, rather than a time trend, for these years. 
If inflation per se were a cause, one would have expected more of a trend to show 
up. This explanation also appears to be spurious when one looks at the data 
for the late 1920’s and early 1930’s, as the observations from 1925-28 are con- 
sistently below the line, while those for 1931 and 1932 are slightly above the 
line. It appears that an explanation other than that of inflation is needed to 
explain these deviations. 

(2) The analysis was rerun omitting 1947 and 1953. The resulting showings 
are about the same as those obtained earlier and are presented in the tabulation 
given below. This is in direct contradiction to the statement in the memoran- 
dum of United States Steel that “if the years 1947 and 1953 had also been elimi- 
nated from the calculations as abnormal years it would have shifted the location 
of the regression line.’ Even with these years omitted, it is likely that the 
deviation for 1957 still would have been the greatest in the history of the steel 
industry, with the possible exception of 1920 and 1921. 

(3) It is true, as noted in the memorandum, that the correlation technique was 
originally developed for use with biometric data. Subsequent research by 
mathematical statisticians, however, has shown that the method can be applied 
to economic data, provided the unexplained residuals from the analysis meet 
certain criteria. Incidentally, the demonstration cited in the memorandum with 
respect to the spurious nature of this method is itself spurious. Rerunning the 
analysis and omitting the years 1921 and 1932 yields substantially the same re- 
sults as in the initial analysis. An examination of the initial scatter would 
have sugegsted this result. 

(4) There is no compelling justification for the use of a curvilinear relation- 
ship for the observations in which the operating rate exceeds 50 percent. It 
always is difficult to determine the proper form of a statistical relationship from 
the data, but in this instance a linear relation appears to be as good as any 
other. 
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The following regression equations and squared correlation coefficients were 
obtained : 








Squared cor- 








Years included in analysis Regression equation relation 
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PrRoFIT MARGINS IN STEEL 


{From First National City Bank, Monthly Letter, Business and Economic Conditions, 
New York, August 1957, p. 89] 


Reports issued to date by 35 iron and steel producers have attracted more than 
the usual interest because that industry increased wages and prices last month. 
The number of steel companies having decreases in net income for the half year 
exceeded slightly the number with increases. Combined net income of the group 
was up only slightly (2 percent) despite that industry’s peak expenditures of 
$1.3 billion last year for enlarging plant capacity in order to meet the Nation’s 
growing demand for steel products. 

Net income of the reporting steel companies in the first half year represented 
an average margin of 7.9 cents per dollar of sales and other revenues, the same 
as in the first half of 1956. This compares with 7.2 cents for the full year 1956, 
pulled down by the steel strike in the third quarter. Such margins are in line 
with those realized in other periods of active steel production, as may be seen in 
the accompanying chart based on our annual tabulations of corporate earnings 
given in the April issues of this letter. 
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Annual average net profit margins on sales of leading companies in the steel industry and 
in the manufacturing industries generally 

The 7.9 cents margin per sales dollar in the first half of this year compares with 
previous peaks of 7.5 in the full year 1987, 8.1 cents in both 1940 and 1950, and 
7.8 cents in 1955. 

During the World War II years 1942-45, when steel earnings were held down 
more than industrial earnings as a whole by rising costs, fixed selling prices, and 
high taxes, the steel average declined to under 3 cents per sales dollar. 

For the entire 24-year period 1933-56 covered by our tabulations, the steel 
industry margin averaged only 4.5 cents per sales dollar, with 3 years of net 
deficit—1933, 1934, and 1938. In 16 of the 24 years, the steel ratio ran below 
total manufacturing, averaging over the same period 5.6 cents. HExcluding the 
generally depressed 1930’s and taking the 17-year period 1940-56, the average 
margins for steel was 5.7 cents and for total manufacturing 5.9 cents per sales 
dollar, 
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UNITED STATES STEEL CORPORATION 


RELATIONSHIP BETWEEN PER CENT OF CAPACITY OPERATED 
AND INCOME AS A PER CENT OF SALES 


1902 - 1956* 


OPERATING RATE - % of Capacity 


* Excludes (916-1, 1941-46, 1951-52 * First six months, 1957 
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CoMMENT ON AISI CONCENTRATION DATA 


(Prepared for the Subcommittee on Antitrust and Monopoly of the Senate Com- 
mittee on the Judiciary by United States Steel Corp., August 16, 1957) 


SHIPPERS AND COMPANIES ARE NOT THE SAME 


Page 815: The chairman referred to information received from the American 
Iron and Steel Institute as to the part of the steel business “which the 4 big com- 
panies have, the next 4 big companies and then the rest of the industry.” The 
information supplied was with respect to the largest shippers of each individual 
product—not the largest companies. The distinction is important because com- 
panies specialize in individual products. A company which is not among the 
largest companies may nevertheless be 1 of the 4 largest or second 4 largest 
shippers of a particular product. Hence, as we move from one product to 
another the identification of companies constituting the largest shippers is con- 
stantly changing. Thus, as shown in the subcommittee’s tabulation of the data 
supplied by the AISI (transcript, p. 825) there were in 1956 36 companies 
which for 1 or more products were among the 4 largest shippers thereof, 
Similarly, there were 59 companies among the 8 largest shippers as shown on 
page 817 of the transcript. 

Page 819: The tabulation appearing on this page is incorrectly captioned 
“Comparison of Share of Shipments of Selected Steel Products Accounted for 
by Four Largest Companies.” For the words ‘4 largest companies” there should 
be inserted “4 largest shippers of each product.” Even with this revised caption 
there should be at least a footnote to this exhibit indicating that the largest 
shippers of only one product are not necessarily the same companies constituting 
the largest shippers of any other product. 

Page 834: The chairman again made reference to the “4 largest companies” 
whereas the reference should have been to the ‘4 largest shippers” of ingot and 
steel castings. It is interesting to note that the chairman singled out this 
particular product group to point out the increase in concentration ratios and 
that shipments of this item in 1957 were only 141,596 out of a total of 41 million 
tons of carbon steel or one-third of 1 percent of industry shipments. A similar 
reference was made to this matter on page 845. 

The letter from the American Iron and Steel Institute to the subcommittee 
accompanying the tabulations clearly describes the data as applying to the four 
largest shippers of individual products. This letter was omitted from the record 
and should be inserted along with the tabulations on pages 816, 817, and 818, 


COMPARISON OF AMERICAN IRON AND STEEL INSTITUTE AND CENSUS DATA 


Page 820: It should be noted that the American Iron and Steel Institute data 
and the census data are not on a comparable basis with respect to the following 
items: 

A. The institute data are based on tons while the census data are based on 
values of shipments. 

B. The census data covers stainless and alloy steels along with carbon steel 
shipments while the institute figures cover only tons of carbon steel. 

C. The subcommittee has combined the data for two groups of products 
which were supplied by the institute (cold rolled sheets and strip) which means 
that the shippers involved may number as many as 8 different producers instead 
of 4. 

D. The data for the institute and for the Census Bureau are for different 
years. 

E. The census coverage of the industry may be different than that of the 
institute. 

We cannot share the chairman’s opinion (p. 820 of the transcript) that the two 
sets of data “compare very closely.” The group-by-group differences range from 
about 2 percentage points to about 20 percentage points, averaging out at about 
7 percentage points. 
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OVERSTATEMENT OF TOTAL CONCENTRATION RATIOS 


Page 845: The chairman stated “then when you average together all of the 
products as taken from the American Iron and Steel Institute you get in 1955, 
67.7; 1956, 66.9; then in the first 6 months of 1957 they are higher than either 
of them, 68.6.” It should be noted that this represents the averaging of figures, 
not of the 4 largest companies, but of the 4 largest shippers of each separate 
product group, for which it has been necessary to use the shipments of 33 to 36 
companies. It is obvious that, with so many companies included in the 4 largest 
shippers of individual products, a concentration ratio computed by an averaging 
of the ratios for individual products will be higher than the actual concentration 
ratio of the 4 largest companies. As a measurement of concentration for the 
entire steel industry the chairman’s figures are much overstated. 


ONE HUNDRED PERCENT CONCENTRATION IN THE LARGEST FOUR 


Page 828: The chairman stated that the 4 largest companies had 100 percent 
production of 10 items. Aside from the fact that the data refer to the 4 largest 
shippers, the statement is also incorrect since the data show that the 4 largest 
shippers had 100 percent production of only 3 of the products and that there 
were from 5 to 7 producers of the other 7 products. It should be noted that 9 
out of the 10 items are of such insignificance that each constitute less than 1 per- 
cent of the total carbon steel shipments. 


Supplement to exhibit entitled “Concentration in American Industry” as it 
pertains to the steel industry 


(As submitted in testimony of United States Steel Corp. before the Subcommit- 
tee on Antitrust and Monopoly of the Committee on the Judiciary on August 
15, 1957, beginning on p. 840 of the transcript) 

First 6 
months 
of 1957 

Ingot capacity of 4 largest as percent of industry capacity 
NoTte.—The other 4 measures of concentration in steel as previously submitted (i. e., 

ingot production of 4 largest as percent of industry production, steel shipments of 4 largest 

as percent of industry steel shipments, gross revenue of 4 largest as percent of industry 
gross revenue, and employment of 4 largest as percent of industry employment) cannot 


be determined for the first 6 months of 1957 since some of the data required for the calcu- 
lations have not been published. 


UNITED STATES STEEL CorP.—REMUNERATION OF OFFICERS AND Directors, 1940-56 


Note: The table for 1956 is identical with the information contained in United 
States Steel’s proxy statement in accordance with the rules of the Securities 
and Exchange Commission. Proxy information for previous years is not closely 
comparable with that for 1956 because of changes in corporate organization 
(principally the elimination and mergers of wholly owned subsidiaries) and 
changes in internal organization (principally changes in titles of officers). The 
attached data for previous years has been made more directly comparable with 
the 1956 data by including in the dollar amount shown in the item “All directors 
and officers” for each of the years 1940-55, the remuneration of those officers, 
either of United States Steel Corp., or of its subsidiaries and divisions, whose 
duties and responsibilities during such year were similar to those in 1956 of the 
officers whose remuneration was included in the dollar amount shown in this 
item for 1956. The table for each year has appended thereto a list of the titles 
of the officers whose remuneration is included in the dollar amount shown in the 
item “All directors and officers.” 
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Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of the United States Steel Corp. whose aggregate remuneration 
exceeded $30,000, to each of the 3 highest-paid officers of United States Steg] 
Corp., and to the directors and certain officers of United States Steel Corp. ang 
to certain officers of its subsidiaries as a group: 


Aggregate re. 

Name of individual or identity muneration 

of group Capacities in which remuneration was received paid in 1949 

by corpora. 
tion! 


Benjamin F. Fairless_-_---....~-- | Director, member of finance committee and president; 23 $139, 610 
president of United States Steel Corporation of 
Delaware. 
Enders M. Voorhees Director and chairman of finance committee ----....-- 34 106,72 
Irving S. Olds Director, member of finance committee and chairman 3681 244 
of board of directors.5 
Edward R. Stettinius, Jr Director, member of finance committee and chairman 45, 393 
of board of directors.’ 
Myron C. Taylor Director and advisory counsel 74, 800 
Nathan L. Miller. .-..............| General counsel and director ---- 
William J. Filbert_................| Director and consultant ; 
All directors and officers § As directors and officers. -------- 





1 Excludes remuneration for any portion of the year during which any person was not a director or officer 
of the corporation. 

2 Net after taxes, $75,291. 

3 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

4 Net after taxes, $60,220. 

5 Elected chairman of board of directors June 4, 1940. 

® Net after taxes, $47,249. 

7 Resigned as director, member of finance committee and chairman of board of directors June 4, 1940. 

8 Includes a total of 44 officers and directors for the full year and 7 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1940 


The titles of the 51 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors (2) 
President 

Chairman of finance committee 
Comptroller 

Assistant comptroller 

Treasurer 

Secretary 

General counsel 

Presidents of subsidiaries 

Executive vice president of subsidiary 
Vice presidents of subsidiaries 

Other officers of subsidiaries 

Director of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each of the 
directors of United States Steel Corp. whose aggregate remuneration exceeded 
$30,000, to each of the 3 highest paid officers of United States Steel Corp., and 
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to the directors and certain officers of United States Steel Corp. and to certain 
officers of its subsidiaries as a group: 


Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1941 
by corpora- 
tion 


Benjamin F. Fairless..............| Director, member of finance committee and president; 12 $156, 010 
president of United States Steel Corporation of Del- 
aware, 
Enders M. Voorhees_.._. .___-_-- Director and chairman of finance committee 23 107,410 
Irving S. Olds_.-_---- . Director, member of finance committee and chairman 24 107, 320 
of board of directors. 

yron C. Taylor_.................| Director and advisory counsel 
William J. Filbert.................| Director and consultant_. 
Nathan L. Miller ‘ General counsel and director _ _- 
All officers and directors 5...._.....| As officers and directors 





1 Net after taxes, $64,322. 

2 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

3 Net after taxes, $47,863. 

4 Net after taxes, $47,876. 

5 Includes a total of 43 officers and directors for the full year and 7 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1941 


The titles of the 50 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 
President 

Chairman of finance committee 
Comptroller 

Treasurer 

Secretary (2) 

General counsel 

Presidents of subsidiaries 

Executive vice president of subsidiary 
Vice presidents of subsidiaries 

Other officers of subsidiaries 
Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel 
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Corp., and to the directors and certain officers of United States Steel Corp. ang 
to certain officers of its subsidiaries as a group: 











its sates’ Aggregate re. 
Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1942 
by corpora- 
tion 
Benjamin .F. Fairless__......... ...| Director, member of finance committee and president; 12 $154, 809 
of United States Steel Corporation of Delaware. 
Enders M. Voorhees. - -.------- a chairman of finance committee and comp- 23 106, 200 
troller. 
I a cteen sh le remnant Director, member of finance committee and chairman 2 4104, 919 
of board of directors. 
Nathan L. Miller. -- General counsel and director _ _-__-- - 80, 400 
Myron C. Taylor Director and advisory counsel___ 64, 800 
All directors and officers 5 : As directors and officers_--- ~~... : . 1, 847, 364 


| 


1 Net after taxes, $46,980. 

2 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

3 Net after taxes, $37,987. 

4 Net after taxes, $35,809. 

5 Includes a total of 43 officers and directors for the full year and 4 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1942 


The titles of the 47 officers and directors included in the item “All directors and 
officers” on the attached table are as follows: 


Chairman of the board of directors__...._.__-_ 

Ie fi Se En a re ae A 

Chairman of finance committee_._.__._____-__-__--__. 

Na ccc eneciniasicioerenioeeenrnninanenintsaomninnreninnsacess PIU ULE. ble 7 

et 

eal lca ecmcatlinecinipamnnensvecerscnbnnbinndiiesinnly 

ST IO it Bik cain ccs 

as ee ais Sct ttt ewes SLO UE 8 

Wine. premidents. Of sunsigiarict..........20..2-2 ene n tesla 16 

General solicitor of subsidiary... 2 slide 0) slike Lik 1 

Gther_ officers. of subsidiaries....................29buuldaduzte wuedeccu. 4 

Directors of United States Steel Corp. who were not officers__._.-_---..---- 11 
Teen een acted wa anemmisciamcemmmanl 47 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel Corp., 


elm let OS eae COD 
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and to the directors and certain officers of United States Steel Corp., and to cer- 
tain officers of its subsidiaries as a group: 





Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received id in 1943 
y corpora- 
tion 


—— | 


Benjamin F. Fairless Director, member of finance committee, and president; 12 $155, 200 
comes of United States Steel Corporation of 
aware. 
Enders M. Voorhees Disasters chairman of finance committee, and comp- 23 106, 300 
troller. 
Irving S. Olds . Director, member of finance committee, and chairman 24 105, 700 
of board of directors. 
Nathan L. Miller Director and general counsel... _._.....--.-_-.----- 70, 200 
Myron C. Taylor Director and advisory counsel. 63, 700 
All directors and officers 5_....._._..| As directors and officers................-..-.--..-..-- 1, 788, 921 


1 Net after taxes, $36,239. 

2 These amounts are the estimated nets of amounts of remuneration of the 3 highest paid officers after pay- 
ing income taxes. The estimates are based on the assumption that each individual’s remuneration from the 
corporation is his only income, and that he is entitled to no deduction therefrom other than his personal 
exemption, credit for dependents, earned income credit and, in computing Federal income tax, a deduction 
of New York State income tax. The }4 of the 25 percent of the amount of Federal income tax due Mar. 15, 
1944, based upon 1942 income, has not been deducted. 

3 Net after taxes, $31,727. 

4 Net after taxes, $31,266. 

5 Includes a total of 42 officers and directors for the full year and 5 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1943 


The titles of the 47 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

President. 

Chairman of finance committee and comptroller 

Treasurer 

Secretary 

General counsel 

Presidents of subsidiaries 

Vice presidents of subsidiaries 

General solicitor of subsidiary 

Smmmnmeees CUO © CO GURU MMR I i cca egal anh toma asee elg em acaba nein 
Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel 
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Corp., and to the directors and certain officers of United States Steel Corp. and 
to certain officers of its subsidiaries as a group: 








| Aggregate 
Name of individual or identity | remuneration 
of group Capacities in which remuneration was received | paid = 1944 
y 
corporation 
Benjamin F. Fairless._...........-. Director, member of finance committee and president; | 1 2 $154, 400 
— of United States Steel Corporation of | 
elaware. 
vies G."Oldd. 200. ele Director, member of finance committee and chairman | 23 106, 200 
of board of directors. 
Enders M. Voorhees.---...-.-...-- ——— chairman of finance committee and comp- | 3 4 105, 900 
oller. 
Wathen L. Miller................. Director and general counsel__.._.............--.-.--- | 85, 300 
Myron C. Taylor. -.............-- Director and advisory counsel................-.---.---| 61, 700 
All directors and officers 5. .......- As directors and officers. -_................--.------.-.- i 1, 883, 224 


1 Net after taxes, $34,418. 

2 Estimated net remuneration after paying income taxes, based on assumption that individual’s remu- 
neration from the corporation is his only income, and that he is entitled to no deduction therefrom other than 
his —- exemption and, in computing Federal income tax, a deduction of New York State income tax. 

3 Net after taxes, $30,215. 

4 Net after taxes, $30,192. 


5 Includes a total of 44 officers and directors for the full year and 4 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1944 


The titles of the 48 officers and directors included in the item ‘All directors and 
officers” on the attached table are as follows: 








Dati eee et ee awn aninemanamanacannauemans 
Chairman of finance committee and comptroller_.....-.--.---.---------. 6 
I rae arc ceed a nas iiaientasdatimaaanaianeatls 
OT ctciceccncccnneeneensetallotiguus. Dosa a 
I a  capnnseiitnienenmonenmmeneneninie lis 
ra ee namennnnnnnnnnekid y 
VFO PCIe OE BIO i cictiecmencecnccnncmceneeiitiiilind ds 16 
Cer ee AO OE oii iiincicccnmenedbiiedsdsinocendics 1 
Citier cliente: Of GURRRIAIE6 on cccncndccnwnncnetsisiiicdicn se iuillcos 4 
Directors of United States Steel Corp. who were not officers_._.........-_ 12 
I ccninicatinell stpiciitioe i ike mtb omitted died adenibidinddbbtlk smesitic 48 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel Corp., 


~ a4 
Pa Bivawe 


ADMINISTERED PRICES 977 


and to the directors and certain officers of United States Steel Corp. and to 
certain officers of its subsidiaries as a group: 


Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1945 
by corpora- 
tion 





—_—_—_—_———_—- —— —— 


Benjamin F. Fairless_.........-... Director, member of finance committee and president: 12 $154, 600 
president of United States Steel Corporation of 
Delaware. 
Director, member of finance committee and chairman 
of board of directors. 
Enders M. Voorhees. _..--- r Deecteh chairman of finance committee and comp- 
troller. 
Nathan L. Miller Director and general counsel 
Myron C. Taylor- - Director and advisory counsel 
All directors and officers 5. ___-_ As directors and offlcetaissic ous 5. 1... nnnnce en dsseeuubed 

1 Net after taxes, $34,433. 

? Estimated net remuneration after paying income taxes, based on assumption that individual’s remunera- 
tion from the corporation is his only income, and that he is entitled to no deduction therefrom other than 
his personal exemption and, in computing Federal income tax, a deduction of New York State income tax, 

3 Net after taxes, $30,223. 

4 Net after taxes, $30,158. 

5 Includes a total of 43 officers and directors for the full year and 6 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1945 


The titles of the 49 officers and directors included in the item ‘All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

President 

Chairman of finance committee and comptroller 

Treasurer 

ITUITTT ncaa sl ue sprie Gh SS aU eae neon 
I. CURRIN anh scan ania nD lmstadnraioamoenbadeeneleaeee 
PONGODte OF GUDRICIATION...... oo. coccnnsuunnanensettehiniiledinckeasas 
Vice presidents of subsidiaries 

General solicitor of subsidiary 

Other officers of subsidiaries...___....... anne on kia bene 
Directors of United States Steel Corp. who were not officers 11 


49 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp., whose aggregate remuneration ex- 
ceeded $30,000, to each of the the 3 highest paid officers of United States Steel 
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Corp., and to the directors and certain officers of United States Steel Corp., and 
to certain officers of its subsidiaries as a group: 














Aggregate 
Name of individual or identity remunera- 
of group Capacities in which remuneration was received tion paid 
in 1946 by 
corporation 
Benjamin F. Fairless_--.-.........- Director, member of finance committee and president; 12 $154, 800 
resident of United States Steel Corporation of 
Jelaware. 
PM BONNE. Luisi Cisse. Director, member of finance committee and chairman 23 106,700 
of board of directors. 
Enders M. Voorhees.........-...-- es chairman of finance committee and comp- 34 107,00 
troller. 
Nathan L. Miller.................- Director and general counsel. ...-..-....-..----------- 86, 000 
aayron C. Tayior.................. Director and advisory counsel_.__..............-.--- 62, 400 
All directors and officers 5..........| As directors and officers_-_--..................---...--- 1, 941, 767 
i 


1 Net after taxes, $44,855. 

2 Estimated net remuneration after paying income taxes, based on assumption that individual’s remuner. 
ation from the corporation is his only income, and that he is entitled to no deduction therefrom other than 
his personal exemption and, in computing Federal income tax, a deduction of New York State income tax, 

3 Net after taxes, $36,952. 

‘ Net after taxes, $36,996. 

5 Includes a total of 41 officers and directors for the full year and 9 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1946 


The titles of the 50 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors___.__...--------~~~-. 





INIT icici tetera iitataeniaataipmnaiaieaeeniciastteaenaecninnaniane 

Chairman of finance committee and comptroller_____-_-- 6 

Di titit#iti~_a i iii Enna ———<a--- tte 

SN tinincaitapiascipanctimninceniisatmneneiitniaanhnnanienebinensibiiinih iii ewenenmenenmianine 

Re NN isi siceratsiasnctintecictiadhcrenestinneintreniirmttmnncianmesaansicmanamant 

ee an din irs nesiectcat cseanscnincmcieinnabepsianetchclubsiahishbuudbbtn to Sema rphisinshaenit tn 11 

Se ey NIE crs cses nests cnnecesesesenenenencsabicebassideh thin ch entntie and clsebai eb aies oie 16 

OTOL Geena? GE WEE ccccncanmsssssnseddinncdiownncmcnena 1 

ee? WEN OE I Rctncatnsmiassnscsswoseeucicnsklccne 5 

Directors of United States Steel Corp. who were not officers___._.__._________ 11 
OC cccn ratte cmnnciesee Rete edi ime e titi tiiiaie ee 50 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration exceeded 
$30,000, to each of the 3 highest paid officers of United States Steel Corp., and to 





the 
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the directors and certain officers of United States Steel Corp. and to certain 
officers of its subsidiaries as a group: 





Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1947 
| by corpora- 

tion 


Irving 8. Olds. -- Sue eee .| Director and chairman of board ___-_- = 12 $138, 933 
Enders M. Voorhees sine most, chairman of finance committee and comp- 23 139, 133 
troller. 

Benjamin F. Fairless_........._....| Director and president_.--_- ? : 24 187, 733 
Nathan L. Miller J 7 Director and general counsel Shea 105, 500 
Myron C. Taylor___- ..-..----| Director and advisory counsel ‘ 55, 000 
All directors and officers 5 ..--| As directors and officers ‘i 2, 312, 729 





1 Net after taxes, $41,612. 

2These amounts are the estimated net remuneration of the 3 highest paid officers after paying income 
taxes. The estimates are based on the assumption that each individual’s remuneration from the corpora- 
tion is his only income, and that he is entitled to no deduction therefrom other than his personal exemption 
and, in computing Federal income tax, a deduction of New York State income tax. 

3 Net after taxes, $41,642. 

4 Net after taxes, $49,601. 

5 Includes a total of 45 officers and directors for the full year and 2 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1947 


The titles of the 47 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


nnn Gr GONE MOURNED C1E GOTT ODEON... <5. connccccinis-netekeaentuetsionerteenentansa laa 
President 

Chairman of finance committee and comptroller 

Treasurer 

Secretary 

I sieht wlio acai a ama 
Presidents of subsidiaries 

Vice presidents of subsidiaries 

General solicitor of subsidiary 

Other officers of subsidiaries 

Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each of the 
directors of United States Steel Corp. whose aggregate remuneration exceeded 
$30,000, to each of the 3 highest-paid officers of United States Steel Corp. and to 
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the directors and certain officers of United States Steel Corp. and to certaip 
officers of its subsidiaries as a group: 


: Aggregate re. 








Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1948 
by corpora. 
tion 
EE UE iviniinnnan ons scnccn' Riortes, pooraher of finance committee and chairman 12 $161, 30 
0 ard, 
Enders M. Voorhees........-.....-| Director, chairman of finance committee and comp- 23 160, 700 
troller. 
Benjamin F. Fairless_---_---.-..--- Director, member of finance committee and president 2 4 207, 900 
OS Eee Deny member of finance committee and general 109, 300 
counsel. 
NE Eo ccsnccccsecanee Director, member of finance committee and advisory 54, 900 
counsel. 
All directors and officers 5.._.._..._| As directors and officers.........--- Teer 2, 717, 271 





1 Net after taxes, $69,449. 

2 These amounts are the estimated net remuneration of the 3 highest paid officers after paying income 
taxes. The estimates are based on the assumption that each individual’s remuneration from the corpora. 
tion is his only income, and that he is entitled to no deduction therefrom other than as a married person and, 
in computing Federal income tax, a deduction of New York State income tax. 

3 Net after taxes, $69,290. 

4 Net after taxes, $84,075. 

5 Includes a total of 46 officers and directors for the full year and 4 for portions of the year. See attached 
sheet for list of officers and directors ineluded. 


Remuneration for 1948 


The titles of the 50 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 


el 
Chairman of finance committee and comptroller_______ 6 
a neon oa PI? 
Sahn cadeineniansanaabiontaenansatl 
i caiaanionmasennen abd 
0 Nn imtnenmanmanhbiiatidiln db diilehie Jae 10 
Oy Re CNC OT BE ON etn ener rennet GUUS BO cu 9a0k ae 17 
Coameral SOUCILOT OF MieRGeer Tes coe ou eS 1 
a issued darrian denmubnetconiaien deen uh eoasasetalaail 6 
Directors of United States Steel Corp. who were not officers__....._.-.._____ 10 
Neen nnn nn ee 50 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration exceeded 
$30,000, to each of the 3 highest paid officers of United States Steel Corp., and to 
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the directors and certain officers of United States Steel Corp., and to certain offi- 
cers of its subsidiaries as a group: 





| Aggregate re- 

Name of individual oridentity | muneration 

of group | Capacities in which remuneration was received paid in 1949 

by corpora- 
tion 





Irving S. Olds slo, luzeastl Dineen, pumas of finance committee and chairman 12 $164, 200 
0 oarda, 

Enders M. Voorhees-..---- Director and chairman of finance committee 2 3 163, 200 

Benjamin F. Fairless..............| Director, member of finance committee and president_- 24211, 000 

Nathan L. Miller_.................| Director, member of finance committee and general 110, 600 
counsel. 

Myron C,. Taylor----- ae member of finance committee and advisory 56, 800 
counsel. 

All directors and officers 5 As directors and officers iosainci dk... cncccnnndessssld 2, 883, 607 


1 Net after taxes, $70,853. 

2 These amounts are the estimated net remuneration of the 3 highest paid officers after paying income 
taxes. ‘The estimates are based on the assumption that each individual’s remuneration from the corpo- 
ration is his only income, and that he is entitled to no deduction therefrom other than as a married person 
and, in computing Federal income tax, a deduction of New York State income tax. 

3 Net after taxes, $70,584. 

4 Net after taxes, $84,653. 

‘Includes a total of 46 officers and directors for the full year and 3 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1949 


The titles of the 49 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

President 

Chairman of finance committee and comptroller 

NON Sela aa 2 enn ee ae ee eee @acsccecceeccseesasl lel 
Secretary 

General counsel 

Presidents of subsidiaries 

Vice presidents of subsidiaries 

General solicitor of subsidiary 

Other officers of subsidiaries 

Directors of United States Steel Corp. who were not officers 


Total 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel Corp., 


95009—58—pt. 3——21 
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and to the directors and certain officers of United States Steel Corp. and to 
certain officers of its subsidiaries as a group: 


Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1950 
by corpora- 
tion 


Piagetian pee of finance committee and chairman 12 $166, 766 
of board. 
Enders M. Voorhees Director and chairman of finance committee. ___.--..- 
Benjamin F. Fairless Director, member of finance committee and president_- 
Nathan L. Miller —— member of finance committee and general 
counsel. 
Myron C., Taylor a member of finance committee and advisory 
counsel. 
All directors and officers 5 As directors and officers 


1 Net after taxes, $68,633. 

2 These amounts are the estimated net remuneration of the three highest paid officers after paying income 
taxes. The estimates are based on the assumption that each individual’s remuneration from the corpora- 
tion is his only income, and that he is entitled to no deduction therefrom other than as a married person and, 
in computing Federal income tax, a deduction of New York State income tax. 

3 Net after taxes, $68,732. 

4 Net after taxes, $80,981. 

5 Includes a total of 45 officers and directors for the full year and 7 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1950 


The titles of the 52 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

President 

Chairman of finance committee 

i ctecnicectemnnivichall a i lla cts atl 
Treasurer (2) 

Secretary 

General counsel 

Presidents of subsidiaries 

Executive vice president of subsidiary 

Vice presidents of subsidiaries 

General solicitor of subsidiary 

es iia ege iene ecicwunenibinin 
Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each os 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel 
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Corp., and to the directors and certain officers of United States Steel Corp. 
and to certain officers of its subsidiaries as a group: 





| 
| Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received paid in 1951 
by corpora- 
tion 4 


Irving 8. Olds Dizostas, member of finance committee and chairman 12 $211, 000 
of board. 

Enders M. Voorhees...........-.-.- Director, and chairman of finance committee 23 211, 400 

Benjamin F. Fairless Director, member of finance committee and president _- 2 4 261, 000 

Nathan L. Miller De, member of finance committee and general 109, 600 
counsel. 

Myron ©. Taylor yh member of finance committee and advisory 57, 800 
counsel. 

All directors and officers 5 As directors and officers 3, 511, 087 


1 Net after taxes, $65,204. 

2 These amounts are the estimated net remuneration of the 3 highest paid officers after paying income 
taxes. The estimates are based on the assumption that each individual’s remuneration from the corpora- 
tion is his only income, and that he is entitled to no deduction therefrom other than as a married person and, 
in computing Federal income tax, a deduction of New York State income tax. 

3 Net after taxes, $65,252. 

4 Net after taxes, $72,054. 

5 Includes a total of 50 officers and directors for the full year and 3 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1951 


The titles of the 53 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

President 

Chairman of finance committee 

NN ial lia tinction ans RO acavenenenenen Penmeee-mepinaneatanme 
Treasurer 

Secretary 

General counsel 

Presidents of subsidiaries 

Executive vice presidents of subsidiaries 

Assistant executive vice presidents of subsidiaries 

Vice presidents of subsidiaries 

mn NOIR: GX SOUR encanta dh ta EU Lae 
Directors of United States Steel Corp. who were not officers 12 


53 


Remuneration paid by United States Steel Corp and subsidiaries to each of the 
directors of United States Steel Corp. whose aggregate remuneration exceeded 
$30,000, to each of the 3 highest paid officers of United States Steel Corp., and to 
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the directors and certain officers of United States Steel Corp. and to certain 
officers of its subsidiaries as a group: 


| 
| ! gs 
Name of individual or identity | ee 
of group | Capacities in which remuneration was received paid in 1952 
| by corpora- 
tion ! 





Benjamin F. Fairless..............| Director, member of finance committee, president 2 3 $261, 200 
. and, from May 6, 1952, chairman of board. 
Enders M. Voorhees. --_-.-.-.--_- Director and member and chairman of finance com- | 3 4212, 000 
mittee. | 
mrvene &. Onde). od. Be Director, member of finance committee and, to May 6, | 117, 333 
_ 1952, chairman of board and thereafter consultant. 
Roger M. Blough Vice chairman of board from May 6, 1952; director and 90, 764 
L member of finance committee from Aug. 26, 1952. 
Nathan L, Miller. ---.-.----- .| Director, member of finance committee and general 107, 600 
counsel, 
Myron C. Taylor. - --- .. : Director, member of finance committee and advisory 58, 200 
counsel, 
Robert C. Tyson--.-.-.---- Jetin Vice president and comptroller and, from Nov. 25, 60, 600 
1952, director and member and vice chairman of 
finance committee. 

All directors and officers ° Joes 3, 522, 587 








t Excludes remuneration for any portion of the year during which any person was not a director or officer 
of the corporation. 

2 Net after taxes, $66,653. 

3 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation in his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

4 Net after taxes, $60,507. 

5 Includes a total of 47 officers and directors for the full year and 9 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1952 


The titles of the 56 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

Vice chairman of the board of directors 

President 

Chairman of finance committee 

Vice chairman of finance committee and comptroller 

Treasurer (2) 

Secretary (2) 

General counsel 

Presidents of divisions and subsidiaries 

Executive vice presidents of subsidiaries__...____-_----.--------------- 
Assistant executive vice presidents of subsidiaries_._._._._.-__.._...-------- 
Vice presidents of subsidiaries 

General solicitor of subsidiary 

I ils snc rmbt ame aden nnsianeicaia los 


an ay 
noe Rm Oh OD 


56 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel Corp. 
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and to the directors and certain officers of United States Steel Corp. and te 
certain officers of its subsidiaries as a group: 


Aggregate re- 
Name of individual or identity muneration 
of group | Capacities in which remuneration was received id in 1953 
y corpora- 
tion 


Benjamin F. Fairless Dizooter, member of finance committee and chairman 12 $258, 400 
of board. 

Enders M. Voorhees Director and member and chairman of finance com- 2 3 209, 600 
mittee. 

ee Director, member of finance committee and president -_ - 2 4211, 200 

Roger M. Blough Director, member of finance committee, vice chair- 26 162, 800 
man of the board and general counsel. 

Robert C. Tyson..................| Director, member and vice chairman of finance com- 2 6 162, 200 
mittee and comptroller. 

Nathan L. Miller (deceased) ......| Director, member of finance committee and general 51, 800 
counsel to June 26, 1953, 

St  otimepace anc .......-| Director, member of finance committee and consultant. 49, 200 

Myron C. Taylor oda eee member of finance committee and advisory 59, 600 
counsel]. 

All directors and officers ” As directors and officers 3, 915, 502 


1 Net after taxes, $66,213. 

2 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

3 Net after taxes, $60,238. 

4 Net after taxes, $61,451. 

5 Net after taxes, $54,662. 

* Net after taxes, $53,864. 

7 Includes a total of 54 officers and directors for the full year and 3 for portions of the year. See attached 
sheet for list of officers and directors included. 





Remuneration for 19538 


The titles of the 57 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 
Vice chairman of the board of directors 
President. 


Vice chairman of finance committee and comptroller 
Treasurer 

Secretary 

General solicitor 

General counsel 

Executive vice presidents 

Assistant executive vice presidents 

Vice presidents 

Presidents of divisions and subsidiaries 

Other officers of United States Steel Corp 
Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each 
of the directors of United States Steel Corp. whose aggregate remuneration 
exceeded $30,000, to each of the 3 highest paid officers of United States Steel 
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Corp., and to the directors and certain officers of United States Steel Corp., and 
to certain officers of its subsidiaries as a group: 





Aggregate re- 

Name of individual or identity muneration 

of group Capacities in which remuneration was received paid in 1954 

by corpora- 
tion 


Benjamin F. Fairless__............ a of finance committee and chairman 1 2 $259, 200 
of board. 
Enders M. Voorhees____- Director and member and chairman of finance com- 23211, 400 
mittee, 
Director, member of finance committee and president. 2 4 213, 000 
Director, member of finance committee, vice chairman 2 5 162, 200 
of board and general counsel. 
Director, member and vice chairman of finance com- 2 6 163, 000 
mittee and comptroller. 
Irving S. Olds.___--- ..-.------.-| Director, member of finance committee and consultant 49, 000 
Myron C. Taylor Dizetes, member of finance committee and advisory | 60, 800 
counsel. 
All directors and officers ” As directors and officers._.........--- 3, 890, 681 





1 Net after taxes, $72,346. 

2 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

3 Net after taxes, $66,017. 

4 Net after taxes, $67,444. 

5 Net after taxes, $59,786. 

* Net after taxes, $59,015. 

7 Includes a total of 54 officers and directors for the ful) year and 4 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1954 


The titles of the 58 officers and directors included in the item ‘All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors_____- 

Vice chairman of the board of directors and general counsel 
President 

Chairman of finance committee 

Vice chairman of finance committee and comptroller 
Treasurer 

Secretary 

General solicitor 

Executive vice presidents 

Mempetenst emecntinea wice recisents ip. 2 ncn n ne bbbln is 
Vice presidents 

Presidents of divisions and subsidiaries 

Other officers of United States Steel Corp 

Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each of the 
directors of United States Steel Corp. whose aggregate remuneration exceeded 
$30,000, to each of the 3 highest paid officers of United States Steel Corp., and 
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to the directors and certain officers of United States Steel Corp. and to certain 
officers of its subsidiaries as a group: 


Aggregate re- 
Name of individual or identity muneration 
of group Capacities in which remuneration was received aid in 1955 
y na 
ion 


Roger M. Blough Director, member of finance committee and, to May 12 $222, 133 
3, 1955, vice chairman of board and general counsel 
and thereafter chairman of board. 

Enders M. Voorhees Director and member and chairman of finance com- 23 240, 367 
mittee. 

Clifford F. Hood Director, member of finance committee and president_- 2 4 242, 367 

Robert C. Tyson Director, member and vice chairman of finance com- 25177, 783 
mittee and comptroller. 

Benjamin F. Fairless Director, member of finance committee and, to May 170, 367 
3, 1955, chairman of board and thereafter consultant. 

Irving S. Olds__......... wae balee tin Director, member of finance committee and consultant- 48, 600 

Myron C. Taylor ® ae member of finance committee and advisory 57, 400 
counsel. 

All directors and officers ’ As directors and officers 


1 Net after taxes, $67,942. 

2 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction 
of New York State income tax. 

3 Net after taxes, $69,064. 

4 Net after taxes, $70,612. 

5 Net after taxes, $61,490. 

6 Retired Jan. 12, 1956. 

7 Includes a total of 55 officers and directors for the full year and 5 for portions of the year. See attached 
sheet for list of officers and uirectors included. 


Remuneration for 1955 


The titles of the 60 officers and directors included in the item “All directors 
and officers” on the attached table are as follows: 


Chairman of the board of directors 

Vice chairman of the board of directors 

President 

Chairman of finance committee 

Vice chairman of finance committee and comptroller 

Treasurer 

Seeretary 

General counsel 

General solicitor 

Executive vice presidents 

Assistant executive vice presidents 

IIIT aT INCITED. = cco nsec a cegienhd ama aeneedsiieneniiineeteaseadmncadneeeataiammaraa ieee ieee 
Presactus Of GIVINIONS BOG SUpeIGINIION. ho een eeeeeenaee 
Other officers of United States Steel Corp 

Directors of United States Steel Corp. who were not officers 


Remuneration paid by United States Steel Corp. and subsidiaries to each of 
the directors of United States Steel Corp. whose aggregate remuneration ex- 
ceeded $30,000, to each of the 3 highest paid officers of United States Steel Corp., 
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and to the directors and certain officers of United States Steel Corp. and to 
certain officers of its subsidiaries as a group: 


Aggregate re- 

Name of individual or identity muneration 

of group Capacities in which remuneration was received paid in 1956 

by corpora- 
tion 


Roger M. Blough Director; chairman of board of directors; member of 12 $264, 900 
executive committee and finance committee. 

Clifford F. Hood Director; president; chairman of executive committee 2 3 263, 500 
and member of finance committee. 

Robert C. Tyson Director; chairman of finance committee since May 8, 2 4 205, 967 
1956, previously vice chairman; member of executive 
committee. 

Enders M. Voorhees...............| Director; member of executive committee; member 162, 767 
and to May 8, 1956, chairman of finance committee 
and thereafter consultant. 

Benjamin F. Fairless Director; member of executive committee and consul- 109, 500 
tant. 

Irving S. Olds oe member of executive committee and con- 50, 100 
sultant. 

All directors and officers 5 Le ne. coc cscanosmboomes 4, 296, 237 








1 Net after taxes, $72,459. 

2 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 
deduction therefrom other than as a married person and, in computing Federal income tax, a deduction of 
New York State income tax. 

3 Net after taxes, $72,815. 

4 Net after taxes, $65,361. 

5 Includes a total of 53 officers and directors for the full year and 12 for portions of the year. See attached 
sheet for list of officers and directors included. 


Remuneration for 1956 


The titles of the 65 officers and directors included in the item ‘All directors and 
officers” on the attached table are as follows: 


I rs I ests msepenegpniip gn gence meaner 


Executive vice presidents 

Assistant executive vice presidents 

Vice presidents 

Presidents of divisions and subsidiaries 

Directors of United Steel Corp. who were not officers 
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UNITED STATES STEEL CorP.—StTockK OPTION RIGHTS GRANTED AND EXERCISED, 
1951-57 (To JUNE 30) 


Stock option, June 19, 1951 
ANALYSIS OF OPTIONS, SHARES GRANTED AND SHARES EXERCISED! 


Number Shares exercised by year Total 
Number of shares | shares 
Salary group of options | at $20.50 | exercised 
granted per 1955 1957 to | to June 30, 
share June 30 1957 





Under $20, 41, 700 
$20,000 to 154, 300 
$30,000 to $39,999 96. 200 
$40,000 to $49,999 51, 600 
$50,000 to $74,999... ...._.- é 191, 800 
$75,000 to $100,000 142, 400 
Over $100,000...........-- 90, 000 


768, 000 
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STOCK PRICE RANGE! 








High | Low 
| 








aos] S36 

6 4) 33! 

73% 5136 
1957 to June 30 2 =e sceibtin nde elpichaliasea is eaters sleeeae dip ocialonsnn a 4M aniacn acne kane Aaa 73% 5756 


1 All shares granted, shares exercised and prices prior to May 12, 1955, have been adjusted to reflect the 
2for-1 stock split effective on that date. 
2 Stock price range for year 1957 to Oct. 31: High, 7314; low, 51. 





Stock option, Aug. 26, 1953 
ANALYSIS OF OPTIONS, SHARES GR as AND SHARES EXERCISED! 


Number Shares exercised by year Total 
| Number | ofshares | shares 

Salary group | of options | at $18.50 exercised 

| granted per r B 1957 to | to June 30, 

| 

| 


share June 30 1957 


57, 400 ; 
193,400 | 62, 650 
110, 900 | 43, 686 
22, 500 
18, 400 
8, 000 
17, 000 | 











"191, 736 | 430,870 | 112, o74 | 


STOCK PRICE RANGE! 


Low 





20% 
33! He 
5138 
5756 





1 All shares granted, shares exercised and prices prior to ee 12, 1955, have been adjusted to reflect the 
2-for-1 stock split effective on that date. 
2 Stock price range for year 1957 to October 31: High, 7314; low, 51. 
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Stock option, June 7, 1955 


ANALYSIS OF OPTIONS, SHARES GRANTED, AND SHARES EXERCISED 


Salary group 





Shares exercised by year 






Number Number 

of options | of shares 
granted at $48 per 1954 1955 1956 1957 to 
share June 30 
47 31, 300 5, 700 2, 135 

136 107, 700 

33 33, 000 

17 21, 600 

16 51, 200 

3 6, 400 

4 35, 000 

256 286, 200 


Year 





Total 
shares 
exercised 
to June 
30, 1957 





7, 835 
19,7 





alia ea anc ain dehammtahnanmannamENbne bemnttass 
tnt nanan een edncunmeninnnennted dondiaettiey 


! Stock price range for year 1957 to October 31: High, 7314; low, 51. 


Stock option, June 20, 1956 
ANALYSIS OF OPTIONS, SHARES GRANTED AND SHARES EXERCISED 








Number of Shares exercised by year 
Number of | shares at 
Salary group options $55 per 

granted share 1954 1955 1956 1957 to 

June 30 
Cee LL chee talennanadelansaascsanee ladadaacea 
$20,000 to $29,999. .......- 37 SN hai Ses SRC ee Se SE Cw anecaee 
$30,000 to $39,999. .......- 18 DE line mhcebRglnithes op kbiddal us onwekeweae 
$40,000 to $49,999. .._..... 9 REGO Naina dc cblcebt cisotakdeabs diesels caaied 
$50,000 to $74,999. .....-.- 6 ha dwt ani cishbacen dn] deidwiawselesousnnces 

$75,000 to $100,000. ......- 5 TANS 1h ccuderctmatinesclefscccecne case 2, 000 
Over $100,000.....--..---. 3 Dn EI ee oar 

——— 
i ae 78 89, 300 |.......- reagan Sv | 2-0! 2, 000 
STOCK PRICE RANGE 
Year High 
NNN aha Siete cla tn  sSiinli llealicets encntnigail 734% 


1 Stock price range for year 1957 to October 31: High, 73}4; low, 51. 





| 
| 





Total 
shares 
exercised 
to June 
30, 1957 





Low 


5756 
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United States Steel Corp. direct acquisitions of Government facilities since 1945 


Date of acquisi- 
tion 


Acquired facilities 


Facilities for the produc- 
tion of hot-rolled and 
cold-finished steel 
tubes, located on 

| United States Steel’s 
| plant site. 


Date of Purchase 
construc- | Original cost price 
tion 


Location 


Tubular alloy 1942 
steel plant, 
Gary, Ind, 


$9, 126, 814 $4, 739, 184 


Comment.—The purchase price was considered the fair value of these facilities as developed by repre- 
sentatives of the Reconstruction Finance Corporation, War Assets Administration, and United States Steel 


at a conference in Gary, Ind., Apr. 11, 1946. 

Geneva stee] plant: an 
integrated steel plant, 
including mining fa- 
cilities, designed for 
the manufacture of 
coke, pig iron, ingots, 
plate, and structural 
shapes. 


Geneva, Utah 1942-43 |! $191, 210, 307 $40, 000, 000 


Comment.—United States Steel’s bid was submitted only after United States Steel had first stated its 
intention of not bidding and subsequently had been urged to bid by both Federal and State authorities, 
United States Steel’s bid was determined by the Price Review Board of War Assets Administration to be 
the most favorable bid received. The Board so reported to Chairman O’Mahoney of the Surplus Property 
Subcommittee of the Senate Committee on Military Affairs. In addition to the purchase price, United 


States Steel paid accrued pro 


ty taxes amounting to $173,386.90; paid $7,175,345 for inventory items and 


spent in excess of $18,600,000 for additional new facilities as stipulated in the sale contract. 


June 1946 An open hearth plant, 2 
rolling mills, a forging 
plant, a machine shop 
and related facilities 
located on United 
States Steel’s plant 
site. 

2 blast furnaces, a power 
plant, and related fa- 
cilities, located on 
United States Steel’s 
plant site. 

An electric furnace 
plant, conditioning 
and heat treating fa- 
cilities, and related fa- 
cilities located on 
United States Steel’s 

lant site. 


Homestead Steel 
Works, Home- 
stead, Pa. 


9943-45 


120, 030, 046 $65, 013, 200 


Edgar Thomson 1943-45 
Works, Brad- 


dock, Pa. 


Duquesne Works, | 1943-45 


Duquesne, Pa. 


Comment.— The purchase price was 100 percent of the fair value of the facilities at time of sale, as de- 


termined by the War Assets Administration. 


December 1946_...| A blast furnace, includ- 
ing related facilities, 
located on 
States Steel’s plant 
site. 


United | 





(WAA Release June 25, 1946). 
Duluth Works, | 1943 


$7, 703, 385 
Duluth, Minn. 


$1, 835, 400 


Comment.— The original cost included substantial sums for dismantling, moving, and reerecting offunused 
facilities under wartime conditions from Joliet, Il., to Duluth, Minn. 


March 1947 Town of Dragerton, 
Utah, consisting of 604 
dwellings, and public 
buildings sue’ as 
schools, hospitals, fire 
department, churches, 
ete. 


See footnote at end of table, p. 992. 


Dragerton, Utah_- 1942 (2) $1, 553, 000 
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United States Steel Corp. direct acquisitions of Government facilities since 











1945—Continued 
Date of acquisi- Date of | Purchase 
tion Acquired facilities Location entree | Original cost price 
tion 
1008-48............ 24-C-8 cargo ships.......|_...-----.--.-.--- 14648 | (1) $20, 912, 723 


Comment.—Purchase price was the ‘floor price” as determined by the U. 8. Maritime Commission 
pursuant to the Merchant Ship Sales Act of 1946 and as later adjusted as a result of litigation in the Court 
of Claims coneluded in May 1955. 

April 1948........- A battery of coke ovens | Gary plant, 1943-45 $6, 585, 000 $4, 049, 086 
on United States Gary, Ind. 
Steel’s plant site. 
December 1948....} Land, buildings, and | Torrance, Calif....| 1943-44 (2) 4, 141, 300 
such miscel aneous 
facilities and equip- 
ment as remained 
from a cannibalized 
aluminum reduction 


plant. 
March 1949... ___- Land, building improve- | South San Fran- 1941-47 2, 575, 272 | 375, 000 
ments, cranes, fabri- cisco, Calif. 
cating and miscellane- 
ous facilities on United 
— Steel’s plant 
site. 

Comment.—The purchase price was based on the negotiated fair value of such of the facilities as were 
usable by United States Steel. The original cost included the amount of $1,482,107 for outfitting docks, 
eee ways, and dredging equipment which were not adaptable to the normal peacetime operation of 

i plant. 

November 1949___- Shipyard facilities at | Orange, Tex....._- 1940-44 | 7, 262, 012 $1, 001, 000 
United States Steel’s 
Orange plant. | 

Comment.—The purchase price was based on the negotiated fair value of such of the facilities as were 
usable by United States Steel. The original cost included the amount of $4,397,382 for launching ways, 
outfitting docks, and wooden structures which were not adaptable to the normal peacetime operations of 
the plant. Sale made pursuant to H. J. Res. 373 (81st Cong., Ist sess.). 
nd chien duction Miscellaneous fabricat- | Vernon, Calif... _- } 1941-45 
ing facilities on United 
Steel’s plant site. 





$592, 441 


| 


1 Actual cost as stated in memorandum to the Price Review Board by the War Assets Administration 
dated May 23, 1946, 
2 Not available to United States Steel. 


$282, 591 

















United States Steel Corp. and subsidiary companies certificates of necessity 
granted since 1945 * 
































| Amount certified 
| Certifi- | 
Product or service Location cate No. | 
(TA-NC)| Gross | Percent | Amortiz- 
able 

> |--—_- | 
Ore and steel producing facilities..| Birmingham, Ala. ---- 787 |$34, 399, 537 75 | $25, 799, 653 
Steel producing facilities_.......... Geneva, Utah....--.-- 788 | 5, 101, 100 75 | 3,825, 824 
Steel ypodnemns facilities, inte- | Morrisville, Pa_......- 789 |419, 206, 383 75-40 | 304, 496, 967 

grated. | 
Steel producing facilities, pipe |---.. ERE eee 790 | 49, 095, 068 60 | 29, 457, 041 

ant. | 

hoa ore, 3 bulk freighters_......--- Great Lakes_.........- 791 | 15, 934, 124 80 | 12, 747, 299 
Self-unloading vessel_...........--..|-.--- ae ancl | 792 | 6, 584, 226 80 | 5, 267, 381 
Iron ore, equipment_.-._..----.--- Duluth, Minn. _..--.- 3002 | 12, 733, 883 65-60 | 8, 163, 777 
Iron ore, Taconite plant__.....--.-- Exacta, Minn_.....--- | 3003 | 16, 561, 435 75 | 12, 424, 076 
Limestone facilities, expansion.....| Rogers City, Mich---- 3004 1, 391, 508 35 | 487, 028 
Iron ore, facilities to open mine_...| Cedar City, Utah.--.. 3005 713, 444 75-65 | 465, 650 
Iron ore, repower 2 vessels. .....-.-- Great Lakes............| 3007 | 1,079, 913 40 | 431, 965 
Zinc ore, increased facilities. -....- Jefferson City, Tenn-_.| 3009 751, 039 | 60 | 450, 624 
Coal, increased mine capacity -- -_- | Uniontown, Pa_.-_-.-- 3010 | 6,583,512 55 | 3,620, 932 
a a Lynch District, Ky---! 3011 4, 276, 293 65-55 | 2,387, 182 
River transportation, tow boats | Clairton, Pa..-....--- | 3013 | 1,458,313 | 80-70-60 | 902, 860 

and barges. 
Byproduct coke ovens....--..-....|----- ee 3014 | 19, 154, 772 25 4, 786, 443 
Steel-producing facilities..__.._...- a ern ainda s want 3015 973, 417 75 729, 953 
a hk oa Duquesne, Pa......._- 3016 | 6,418, 698 80 5, 134, 958 
eee Braddock, Pa-.._...... 3017 6, 018, 583 80 4, 816, 466 
a a Munhall, Pa.__.....- 3018 | 10, 103, 609 80 | 8, 082,888 
oth Ee Vandergrift, Pa__..._- 3019 148, 398 | 75 | 111, 298 
CO Ea Dravosburg, Pa._..-.- 3020 | 3,046,052 | 60 1, 827, 681 
Steel-producing facilities... _____--- | Youngstown, Ohio-_---! 3021 | 7,322,893 80 5, 858, 314 


See footnote at end of table, p. 995. 
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United States Steel Corp. and subsidiary companies certificates of necessity 
granted since 194% *—Continued 


Product or service 








Coke, blast furnace and steel-pro- 
ducing facilities. 


Steel-producing facilities... _- bE cued 


Sheet facilities. 
Steel-producing fac ilities. 


Steel-producing facilities, extrusion 
mill. 

Steel-producing facilities... __- 

Coal, ore and steel producing fa- 

cilities. 

Blast furnace and coke facilities_- 

Byproduct and wire products fa- 

cilities. 

Wire and wire products facilities__- 
Do-. ‘ Jilin FE Ge 
Do- Seve 
Bac di Ral Seay 
eS! ar tute 
ic wast ae ‘ 
On. ccts-~Ge- 

Do-- 

Do_. . 
Wire products facilities. 
Sheet facilities-___- 
Sheets, strip and wire and gal- 

vanizing facilities. 


Steel fabricating facilities. _......_- 





Pipe facilities 
Pipe, plate and structural facilities 
Plate and structural facilities -___- 
Steel drum and pail plant. --._----- 
Concrete bar facilities. -__.-_. 
Barges and miscellaneous facilities. 
Tugboat and barges. -.........-.--- 
Diesel locomotives, freight cars, 
repair facilities. 
New track facilities bp debi cabo winess 
Classification and hump yard 
Diesel locomotives____.........--.- 
Gondola and hopper ee col osx. 
ON ee Pee 
Track facilities and tower reloca- 
tion, 
Diesel locomotive facilities_.____- 
Diesel locomotives. em 
Freight and hopper. cars. 
Diesel locomotive and repairs-- 
Hopper cars. Ju 
Pocket linings, ore docks. .-_- 


Locomotive crane... -_- 
Interlocker traffic control_. 
Diesel locomotives. ---- -- Sh 
Hopper and — cars. ._.. 
Diesel locomotives- 

Yard alterations..___ 

mondola cars... ............. 
Diesel locomotives....._..... 
Tinplate facilities...___..___- 
Electrolytic tinplate .-- 
Diesel tughoat.. TTS. 
voagt bo fabricating ‘facilities. 


Pipe, site and structural facilities. 

Plate and structural facilities __. _- 

New track facilities. 

Ore and hopper cars......-._-- 

Interlocking signals, hoists, doors, 
ete. 

Steam plant extension, car repair 
facilities. 

Byproduct coke, incrcuse facilities - 








| Gary, Ind 


Location 





Cin) Tit .......0<2 


Chicago, Ill 
Gary, Ind_. 
Lorain, Ohio___.....-- 
eee, Pesci: 


| MeKeesport, Pa-_-.-.-- 


Fairfield, Ala--- 
Cleveland, Ohio__._.- 
Duluth, Minn_-_-.--- 


Donora, Pa-..- 

Joliet, Tl. 
Waukegan, II] | 
Cleveland, Ohio | 
Worcester, Mass---- 
Rankin, Pa : < 
New Haven, Conn._- 
Trenton, N. J } 
Cleveland, Ohio__...__} 
Waukegan, Ill_-....---| 
Geneva, Utah____.....} 
| Pittsburg, Calif 


Birmingham, Ala..__.} 
Berkeley, C: Oe toi | 
Orange, Tex cin Seal 
Taft, Calif... » | 
Port Arthur, Tex. - 
Pittsburgh, Pa____. 
Chickasaw, Ala-_- 

Pittsburgh, Pa 


Birmingham, BiBveu--] 


Duluth, Minn. _-____- 
Chicago, tll. 
rae. | Pa 


Gary, Ind__.-_- 
vee! Beasecs 
do. 


Duluth, ‘Two Har- | 
bors, Minn. 
Duluth, Minn 
ieigieins EE ats 
Pittsburgh, Pa- 
pilose 
ey eR 


<7 alee. 
Pittsburg, Calif... 
CORE IA .. .coanxeveinl 
Great Lakes... ......... 
Ambridge, Pa_._- | 
Pittsburgh, Pcs ‘ 
Orange, Tex. ai 

Los Angeles, Calif... 
Colby, Minn. 

Duluth, oo eae 
Two Harbors, Minn-.| 


Two Harbors, 
Proctor, Minn. 
Duluth, Minn 





fron ore, open pit equipment... ...'..._. bd seneveveirens 
See footnote at end of table, p. 995. 


Certifi- 


cate No. | 


(TA-NC) 


3024 


3027 
3028 


3029 


3031 
3032 
3033 
3034 
3035 


3036 | 


308 37 ‘ 
3039 
3040 
3041 


3043 
3044 
3045 


3047 
3050 





Amount certified 


Gross 


| 32, 116, 238 
3023 | 


17, 127, 182 
10, 068, 193 
4, 039, 576 
12, 056, 794 
1, 898, 814 


65, 856 
5, 922, 445 


172, 546 
1, 555, 496 


613, 355 
236, 054 
480, 653 

1, 530, 125 
1, 006, 379 
60, 576 
291, 775 
88, 362 
26, 328 
183, 113 

3, 189, 659 
22, 624, 665 


18, 838 
754, 359 
2, 895, 854 
12, 060 


2, 459, 836 
3, 105, 981 
418, 801 
2, 659, 591 
99, 285 

1, 083, 133 
999 


23, 053 


12, 517. 151 
1, 754, 385 


500, 786 


6, 055, 214 
4, 461, 694 














Percent | Amortiz- 
able 
19, 362, 498 
12, 845, 387 
6, 040, 916 
2, 423, 745: 
6, 839, 123: 
1, 139, 288 
49, 392: 
3, 881, 545 
75 129, 410 
70-60 | 1, 058, 857 
65 398, 680° 
60 141, 632 
60 288, 392 
60-50 786, 766 
60 603, 833 
60 36, 346 
60 175, 065 
60 52, 999 
60 15, 797 
60 109, 868 
50} 1,594,829 
60-40 | 12, 453, 654 
60 11, 303 
60 452, 615 
60 | 1,737,512 
60 7, 236 
50 100, 460 
60 10, 057 
80-70 879, 269 
7 1,717, 043 
70-55 | 2, 131,278 
50-40 167, 726 
40| 1,063, 837 
55 54, 607 
30 866, 506 
80} 2,407,199 
40 9, 221 
| 50 40, 041 
55 391, 529 
80 | 5, 225, 819 
59 | 4,086, 746 
80 | 3,302, 638 
50 168, 583 
50 41, 401 
50 26, 874 
55 782, 984 
70 | 1, 261, 906 
65 246, 013 
40 67, 490 
70 418, 969 
55 490, 154 
40 | 1,968, 799 
40 | 3,692, 683 
60 | 247, 832 
60-50 37, 015 
60-50 33, 319 
60-50 106, 732 
60-50 58, 586 
40 48, 552 
70 | 8, 762,005 
50 877, 168 
40 200, 315 
50 3, 027, 607 
50 | 2,230; 847 
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United States Steel Corp. and subsidiary companies certificates of necessity 
granted since 1945 *—Continued 


Product or service 


Foundry facilities. ...............- 
ee 
Track and yard facilities, cars -. 
Iron ore, crushing and screening 
equipment. 
Trailer units and trucks_-_.-_....-- 
OS Eee eee 
Byproduct coke, naphthalene - --__ 
Blast furnace, enlarge. -........... 
Byproduct coke, 3 batteries_..._-_- 
Blast furnace, high pressure tops - - 
Steel drum cleaning equipment--_- 
Byproduct coke, naphthalene - ---_- 
B “Be. furnace, high pressure tops... 


Ore cars. 
Hopper cars, increased capacity - -. 
-, § eee 


On ee Lee 
Roundhouse extension---- ---- 
Blast furnace, power and turbo- 
blower. 
Research laboratory -_.......-.---- 
Steel producing facilities, pipe ex- 
pansion. 
Blast furnace, turboblower- ------- 
Roll plant, expansion_-------_--.-- 
Byproduct coke, steam facilities -_ -- 
Byproduct coke, rebuild plant_..-- 
Tron ore, open pit equipment_----- 
Steel drum cleaning equipment-_--- 
Twin screw towboat, pier conver- 
sion and facilities. 
Blast furnace, ore bridge_-...-..--- 
Steel drum cleaning equipment__-.-- 
Steel-producing facilities, ladle cars_ 
Repower steamer clymer- ..------- 
Blast furnace, bell and gas washers- 
Byproduct coke, 1 battery.....---- 
Tron ore, equipment--_.._.-......-- 
Mercury, arc rectifier apparatus --- 
New limestone mine_..-__-..._---- 
Byproduct coke, 2 batteries___.._-- 
Water supply 
Wire heat-treating equipment. ---- 
Steel-producing facilities, 40-inch 
shear. 


Byproduct coke, 3 batteries... -_| - 


Blast furnace, auxiliary equipment. 
Byproduct coke, 2 batteries_....__. 
Track facilities 
Tron ore, ore sizing_..........._.--. 
Byproduct coke, 1 battery-......-- 
Iron ore, open pit equipment_____- 
Repower steamer, limestone carrier - 
Steel producing facilities, taper 
end facilities. 


Heavy gage galvanizing lines_____-. 4 


Diese! locomotives, tools and facili- 
ties. 

Iron ore, mining and handling 
facilities. 

REE | ees ae ee 

Gondola cars, rebuilding-........-. 

Blast furnace facilities. ..........-- 

REN. « co ~cehounendavacus 


Es id a aninensenuee 
EE ER ciiiccnnusascunccans 


POEL, 2.0. 2000. cs sddavbnde 


Diesel locomotives_-....-..---.------ 
Dd 














Certifi- 
Location cate No. 
(TA-NC) 
Braddock, PS....0<.<«s 19444 
Pitishurgh, Pa isaiabiaatiins 10445 
.do amet 11900 
Duluth, Minn. -__-__-- 13978 
Chicago, Ml. .........- 14181 
SE cms ecscwscont 14313 
Fairfield, Ala__._...-- 14314 
Ns BOE csi bane 14315 
Clairton, Bi ceepicelhia 14316 
South Chicago, lesen, 14317 
Chicago, Ill. .......... 14318 
oe ae ee 14773 
Gary, Ind. . 14774 
Youngstown, Ohio__.- 14775 
Munhall, Pa._...-..-. 14776 
Pittsburgh, Pa......-- 14962 
an ied Pe hee toen Qiund a 14963 
Various points, 14964 
Minnesota. 
Pittsburgh, Pa____-_--- 15321 
Chicago, Il}. .....-.-- 15322 
Various points, 15323 
Minnesota. 
Duluth, Minn_...---- 15324 
Biwabik, Minn------- 15325 
Youngstown, Ohio---- 16256 
Pittsburgh, Pa_.____-- 16292 
Lorain, Ohio_--...---- 16317 
Tee, Scns col. gill 16513 
Canton, Ohio. -..--- : 16514 
Clairton, Pa....-'...-- 16515 
Cleveland, Ohio. _.-- 16629 
Duluth, Minn_--__.--- 16631 
Petroleum, Ohio..__.- 16653 
Chickasaw, Ala_-_-__-_- 16683 
Youngstown, Ohio-__- 16802 
Alameda, Calif......-- 16976 
Gary, Indsieo.ss.s. 65 17060 
Great Lakes......_---- 17121 
Braddock, Pa_--...--- 17414 
Lorain, Ohio__.......- 17803 
Bessemer, Ala...-..--- 18246 
Chicago, Ml_...-...--- 18328 
Cedarville, Mich___- 18329 
Fairfield, Ala_.......-- 18408 
Dragerton, Utah____-- 18414 
Waukegan, Ill_....___- 18450 
Clairton, Pa......._.-- 18452 
v= 18455 
Duquesne, iidie cco 18456 
i ae 18462 
Duluth, Minn....._-- 18469 
Hibbing, ERS Araated 18471 
Cleveland, Ohio....._- 18472 
Taconite, Minn_____-- 18475 
Great Lakes..........- 18524 
8s Ae | ER ie 18599 
hs ded nuatet dite 18601 
Pittsburgh, Piiienw ks 18961 
Venezuela, South 19008 
America, 
Pittsburgh, Pa_._.._-- 20853 
on. cesses 
Cleveland, Ohio__.-._- 22667 
Duluth, Minn. ._..-.- 22835 
wessid eee ed 22836 
waded i cmbapehaakdade 22837 
‘ltteaaet Entel Nt SE ee 22838 
Sete do. Saebaiat 23281 
Pittsburgh, iceman 23844 
do ie aia 23845 
Duluth, MB Soc a 23846 


See footnote at end of table, p. 995. 








Amount certified 


Gross 


6, 222, 291 
859, 197 
180, 881 

1, 416, 489 


155, 198 
4, 248, 049 
1, 158, 691 
1, 445, 568 

12, 305, 553 
1, 032, 044 

169, 040 
1, 295, 756 

667, 836 

314, 311 

306, 394 
1, 171, 203 

102, 941 

670, 862 


3, 560, 383 
122, 


2, 306 
102, 151 


291, 421 
258, 607 
8, 861, 062 


6, 967, 
2, 071, 


116 
016 


996, 026 
163, 021 
2, 743, 222 
1, 451, 845 
3, 963, 407 
148, 200 


1, 385, 124 
251, 300 
603, 389 
514, 497 
723, 482 


789, 689 
255, 139 
3, 364, 774 
4, 884, 268 
554, 549 
31, 792 
705, 422 


17, 443, 806 
1, 401, 859 
15, 033, 617 
343, 553 
70, 131 

1, 495, 791 


537, 679 
152, 301 


5, 832, 158 
6, 200, 886 


| 159, 517, 438 


1, 530, 706 
7, 213, 940 
8, 337, 052 
147, 651 
49, 771 
44,178 

3, 715, 436 
39, 861 
616, 369 
879, 163 
1, 655, 712 





807, 812 | 


5, 989, 442 | 


2, 739, 366 | 





Percent 


70- 


65 
40 
60 


55-40 
60 


55 


7, 


‘ 


70 


60 
85 
45 
85 
50 
60 
85 
85 


55 


85 


65 


50 


65 





Amortiz- 
able 





203, 995 
103, 443 
5, 316, 637 


3, 483, 558 
1, 035, 508 


886, 622 
89, 927 

1, 234, 450 
725, 923 

2, 377, 044 
74, 100 
444, 207 


1, 177, 355 
25, 650 
512, 880 
360, 148 
614, 960 
2, 994, 721 
513, 298 
127, 570 
672. 954 
2, 197, 921 
27, M15 
15, 896 
176, 355 


7, 849, 718 
420, 558 


6, 765, 128 
"114, 319 
35, 066 
673, 106 
1, 780, 584 
376, 375 
76, 151 


2, 332, 863 
3, 332, 978 


103, 686, 335 


1,071, 4% 
5, 049, 758 
7, 086, 494 
45, 520 

15, 280 

15, 172 

2, 600, 805 
10, 201 
431, 458 
483, 540 
910, 641 
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United States Steel Corp. and subsidiary companies certificates of necessity 
granted since 1945 ’—Continued 





Product or service 


Diesel servicing facilities 
Covered hopper cars 
Yard facilities 


Bipatrviytic tinplate 

Sheet facilities, silicon... _- 

Road switcher locomotives 

Steel barges 

Byproduct coke, 1 battery 

Byproduct coke, 2 batteries.- 

Byproduct coke, 9 batteries_______- 

Steel-producing facilities, structur- 
al shapes. 

Coal-washing plant 

Byproduct coke, 2 batteries 

2 -producing facilities, structur- 
al shapes, 

Steel- producing facilities, plates_. 

Steel hopper type barges. 

Electrolytic tinplate 

Forgings... ._-- 

Iron ore, heavy media plants 

CNOMits . Js odawiiecuds) ceil 

Track spur 

Steel cargo barges.........-.....-.- 

Covered hopper cars_......-.-.---- 

Coal washing facilities_............ 

Coke cars, rebuilding 

Steel barges. _- - : 

Iron ore, pilot pelle tizing plant_- ve 

Track facilities, yard 

Cabooses-.-- -- oe 

Hopper and gondola Gaffe. 

a POLS. A 2 


Covered hopper cars 

Coke cars......-- 

Flat cars and gondolas 

Nike B launching equipment 


| Lorain, Ohio 


Certifi- 
cate No. 
(TA-NC) 


Location 


Duluth, Minn______.. 

Birmingham, Ala--_-_- 

Monongahela Junc- 
tion, Pa. 

a Minn 


23941 
24364 
24503 


24947 

26021 
Vanderetif, Pa 26022 
Birmingham, Ala 
Chickasaw, Ala 
Cleveland, Ohio-__. 
Fairfield, Ala. ......-- 
Clairton, Pa.........- 
Munhall, Pa 


Chicago, Il 


Munhall, Pa 
Pittsburgh, Pa 

Gary, Ind 
Munhall, Pa 

Duluth, Minn 
Chicago, qt 
Conneaut, Ohio 
feet Pelicans 


Pittsburgh, Ps 
_do 

Virginia, Minn. 

Chicago, Il 


‘Duluth, Minn 
Pittsburgh, Pa 











Amount certified 


Percent 


293, 714 
120, 977 
2, 742, 352 


65, 551 


6, 443, 131 
12, 930, 000 
8, 000, 000 


5, 430, 000 
599, 577 
12, 130, 000 
4, 707, 000 
3, 909, 000 
400, 000 
117, 536 
226, 076 
149, 480 


Amortiz- 
able 


146, 857 
84, 684 
1, 096, 941 


419, 704 

, 852, 000 
3, 059, 550 
2, 540, 850 
340, 000 
47,014 
158, 253 
125, 058 

4, 200, 000 
595, 000 
541, 454 

1, 170, 000 
73, 363 
357, 000 

3, 060, 000 
1, 079, 500 
167, 460 
136, 713 

3, 506, 250 
807, 058 
235, 000 


1 The data represent all validated certificates of necessity. The earliest certificate granted was Dec. 22, 
1950. 


Dividends and earnings per share of common stock and common shares out- 
standing, years 1940-56 and 1957 (6 months), United States Steel Corp. 


Dividends 
declared 
per share 


1 Reflects 3-for-1 stock split on May 12, 1949, 
® Reflects 2-for-1 stock split on May 12, 1955. 
4 Shares outstanding as of June 30, 1957. 


Number of 
shares out- 
standing as 
of Dee. 31 


8, 703, 252 
8, 703, 252 
8, 703, 252 
8, 703, 252 
8, 703, 252 
8, 703, 252 
8, 703, 252 
8, 703, 252 
8, 703, 252 
26, 109, 756 
26, 109, 756 
26, 109, 756 
26, 109, 756 
26, 109, 756 
26, 376, 722 
53, 495, 274 
53, 699, 617 
3 53, 733, 047 


PRNEwS EE NOO ahaa eee 
SSSERSSSRASRSSSSSES 


Earnings 
per share 


z 
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ADMINISTERED PRICES 


[For release Thursday, July 8, 1948] 
UNITED STATES STEEL Corp. SUBSIDIARIES 


PirTssuRGH, PA., July 8—Benjamin F. Fairless, president of United States 
Steel Corp., today issued the following statement: 

“In the near future, the steel-producing subsidiaries of United States Steg 
Corp. will adopt the method of announcing prices for steel products at the mil] 
or shipping point, or, if the customer so desires, at delivered prices which reflect 
full transportation charges from shipping point to destination. 

“The abandonment by these subsidiaries of the basing-point method of selling 
steel—a merchandising practice not resulting from collusion, but one which has 
developed naturally by evolution in the steel industry over the past 50 years to 
the mutual advantage of both steel producers and consumers—is made necessary 
by the recent decision of the Supreme Court of the United States in the pro- 
ceeding brought by the Federal Trade Commission against members of the 
cement industry. In that case, the Supreme Court held that the basing-point, 
delivered-price system employed in the cement industry (which is generally simi- 
lar to that now in use in the steel industry) is an unfair trade practice which 
the Federal Trade Commission may suppress. 

“We have no recourse other than to comply with the law of the land as de- 
termined by the Supreme Court, regardless of the hardships and dislocations to 
American industry which may result. 

“In the past, these subsidiaries have competed for steel business in geographi- 
cal areas where competitors nearer to the buyer have freight advantages. In 
order to compete, our subsidiaries normally have quoted delivered prices low 
enough to equal the delivered prices of the competitor located nearest to the 
prospective customer. In our judgment, we were fully justified in meeting in 
good faith the price of a more favorably located competitor. Competition was 
stimulated and not hindered by such a practice. Naturally, meeting competition 
in this way has resulted in differences in the net proceeds of the producing steel 
mill on sales of the same product to different customers located at different 
places. This is evidence of competition, not of its absence. 

“But the Supreme Court has now ruled that the right to meet an equally low 
price of a competitor does not permit ‘a seller to use a sales system which con- 
stantly results in his getting more money for like goods from some customers 
than he does from others.’ The Supreme Court attached importance to ‘indi- 
vidual competitive situations,’ suggesting that there might be exceptions in 
particular, individual cases. However, it is unrealistic to suppose that these 
subsidiaries can market satisfactorily more than 50,000 tons of finished steel 
each day throughout the year without the use of a standard merchandising 
method, fully understood by both buyer and seller. 

“The management of United States Steel believes that the systematic meeting 
of delivered prices of competitors is essential to the maintenance of competitive 
industry in this country and is of great benefit to many businesses, both large 
and small, throughout the United States. This practice of meeting competition 
through the absorption of freight is widely followed in American industry. 
Despite our serious doubts about the advisability and economic soundness of 
this radical change in our subsidiaries’ marketing methods, we feel that they 
have no alternative other than to comply with the decision of the Supreme Court 
of the United States.” 


Purchases of iron and steel scrap, United States Steel Corp. 


Net tons Total cost 








$40, 053, 498 
102, 271, 144 
138, 771, 828 


-_———_——- 
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SUBCOMMITTEE QUESTIONS TO UNITED States STEEL 


(From letter of July 20, 1957) 


1. The extent to which, in cents per ton, your employment costs per man-hour 
were increased on July 1, 1957, pursuant to the labor agreement with the United 
Steelworkers Union. 

2. The number of man-hours required per ton of finished steel product. 

8. The operating rate of your company in terms of capacity by quarters since 
January 1, 1953. 

4. A breakdown of cost elements as percentages of total costs. Here, what is 
requested is a reasonably detailed breakdown, in percentage terms, of the various 
cost elements of producing finished steel for the year 1956. 

5. Information on market expectations as of July 1, 1957. Such market studies 
or analyses of future market conditions as entered into or played a part directly 
or indirectly in your company’s decision to raise prices in July 1957. Or, if no 
such studies existed at the time, a written statement of the expectations of future 
market conditions at the time the price increase was made. 

6. Your total shipments of the various carbon-steel products as reported by 
you to the American Iron and Steel Institute on form AIS—16C (on the last line 
of that form) by quarters from the first quarter of 1956 to date. Here, what is 
requested is not your shipments to the different market classifications, but just 
your total shipments of the various steel products. 

7. Mill prices in cents per pound for principal steel products (as listed below) 
immediately before and after the price increases of August 1956 and July 1957. 


CARBON STEEL 


Hot-rolled bars, merchant quality 

Cold-finished bars 

Concrete reinforcing bars 

Structural shapes 

Sheet piling 

Plates 

Rails, No. 1 

Hot-rolled strip 

Hot-rolled sheets (18 gage and heavier) 

Galvanized sheets, flat or formed 

Cold-rolled sheets 

Cold-rolled strip 

Wire rods 

Wire, annealed merchant quality 

Wire, galvanized merchant quality 

Barbed and twisted wire 

Woven wire fence 

Bale ties 

Buttweld pipe standard and line, black and galvanized, sizes % inch to 
4 inches. 

Seamless pipe standard and line, black and galvanized, sizes 2% inches to 
24 inches outside diameter. 

Electric weld line pipe, size 24 inches outside diameter. 

Seamless and electric weld line pipe, sizes 26 inches to 36 inches outside 
diameter. 

Oil country casing, grade J—55, short T and C all sizes. 

Oil country tubing, grade J—55, up T and C all sizes. 

Drill pipe, grade D, internal upset all sizes. 

Seamless pressure and mechanical tubing, carbon. 


95009—58—pt. 3 ‘ 
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MATERIAL AND INFORMATION FURNISHED TO THE SENATE ANTITRUST AND MONOPoty 
SUBCOMMITTEE ON JULY 26, 1957, IN CONNECTION WITH SENATOR KEFAUVER’s 


LETTER DATED JULY 20, 1957, AND TELEPHONE CONVERSATIONS WITH Dr. Jouy 
Bian 


1. Statement of United States Steel employment cost increase July 1, 1957, 
together with contract benefits as listed by union. 
2 and 3. Man-hours per ton of finished steel product, United States Steel Corp, 
4. Detail of price base revisions on steel mill products, United States Stee} 
Corp.—August 7, 1956, to July 1, 1957. 
5. Cost items as a percent of total costs, year 1956—United States Steel Corp, 
6. Outlook for steel demand, 1957. 
7. United States Steel Corp., ingot operating rates by quarters, 1953-57. 


EXHIBIT 


Statement of United States Steel employment cost increase July 1, 1957, together 
with contract benefits as listed by union* 


| Cents per hour 


| 





United States} Union Difference 











ae dain Sechd bes eel bin inc dite ie Welibthin hin beac aide 7.0 7.0 ww asathhy 
hana dina ethene as anabinipaetiatesy Guetiin 1.3 1.3 s 
Incentive impact of increases...........-.- at te aie acai 1.5 an a 
Sunday premium increase---.-...-.-.-- étlabsdbonce 2.2 2.0 2 
I RNID CID iin n ws h occtdanesbusahnewiesecssass 4 of dita wert eee 
Pension program effective Nov. 1, 1957_....-.... Sihce daa (2) 1.0 —1.0 
Increased pension and social-security tax costs due to wage 

DIN, < 2363..dickddbpnclcen saauds ee Wet tetecene ss 1.3 





Effect of above on overtime, vacation ‘and holiday pay 
together with increases to salaried employees . 





Cost of living 4 cents plus effect on overtime, vacations, ete. -- 








1 Union figures are as listed in the June 1957 issue of Steel Labor (vol. XXII, No. 6). This newspaper 
is published monthly by the United Steelworkers of America. In addition to the total of 12.5 cents, the 
same article includes a statement to the effect that if the cost-of-living index remained at the level for May 
an additional pay boost of 4 cents per hour would be payable to steelworkers on July 1. 

2 Cost of pension program effective Nov. 1, 1957, was included in the cost of the first year’s package by 
United States Steel since increases for pensions beginning after that date apply to both past and future 
service. 

3 Based on this increase per hour we have estimated the increase in our employment cost to be $3.50 to 
$4 per ton of steel products. Mr. McDonald, president of the steelworkers’ union, in a speech at the May- 
flower Hotel, Washington, D. C., on June 6, 1957, at conference of industrial union department of AF 
CIO, said in reference to United States Steel: ‘‘The total cost of the wage increase and other benefits which 
will go into effect on July 1, will amount to less than $51.5 million in 1957.’’ Such an increased cost for 6 
months based on actual steel shipments in the Ist quarter of 1957 is $3.89 per ton. 








Man-hours per ton of finished steel product, United States steel 


[Percent] 









panes rate 73, 2 | 90.8 
DR OUES OF COR OF HTORITE TENG ~ noc ccnp case necconcesccomnn-pe-ns 19.0 16.5 


NotTEs.—1956 is not representative because of a 13-week strike at Tennessee Coal and Iron division 
operations, a 34-day strike at all steel operations and an 18-day strike at the Pittsburgh Steamship operations 
with accompanying curtailment of ore mining. 1957: Anything less than a full year is not representative 
because of the uneven distribution of seasonal operations and product mix. 
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United States Steel Corp., ingot operating rates by quarters 





1 Affected by general steel strike. 


United States Steel Corp. cost items as a percent of total costs, year 1956 


Percent of 
total costs 
Employment costs 


Products and services bought 


Wear and exhaustion of facilities 

Interest and other costs on long-term debt 

State, local, and miscellaneous taxes 

Estimated United States and foreign taxes on income 


Total costs 


21 Employment costs and products and services bought include : 
Cost of goods sold and operating expenses... ee 71. 
General administrative and selling expenses 
TP PIIIIED DIO 4.1.x a ni cen eines setts Beenmenin eimnedininseiaatammintainlenmnaiamedntelaiaaenieeiie tian 
SOO UIR OEE | CD oe coinsance ne cs csen ni canny chaser eansebbaieteianas Glendateape den: abetted cies eden ta 
Insurance and other employee benefit costs 


Qonrs 


Total 


OUTLOOK FOR STEEL DEMAND—1957 


A careful review of the outlook for the overall economy and for the major 
steel-consuming industries for the year 1957 was made in November of 1954. 
The results of these studies indicated that steel demand in 1957 would require 
industry production of 117 million tons of ingots. This forecast, although re- 
viewed each month, remained unchanged until mid-April. At that time, our 
studies indicated a slightly lower level of demand; and the forecast was revised 
downward to 116 million tons. These estimates have been reviewed carefully 
each month since April, and the results have confirmed the April forecast. Our 
best judgment still indicates that 116 million tons of ingots will be produced 
in 1957. 

In our review of the forecast in March, we estimated that United States Steel 
would operate at slightly above 90 percent in the second quarter. Our actual 
production during this period was 89.5 percent of capacity. 

By the end of June, the industry had produced 60.6 million tons of ingots with 
an average operating rate of 91.5 percent for the first half. Our own rate during 
this period was 92.6 percent. If our forecast of 116 million tons of ingots for the 
year is correct, 55,400,000 tons remain to be produced in the second half. On 
that basis, we have estimated that our operating rate in the third quarter will 
be somewhat above 80 percent, which reflects our usual summer lull, and in the 
neighborhood of 85 percent in the fourth quarter. 
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We estimate further that gross national product for the year will stand at 
$435 billions, and the FRB index will be at 144. 

Our evidence indicates that steel inventories in the hands of consumers, which 
exert an enormous leverage on steel production, were rising throughout the firgt 
quarter and probably through April. In May and June, additions to and with. 
drawals from inventories were about even, with the probability that there was aq 
small net decline. Throughout the remainder of the year, we feel that although 
steel consumption will remain at a very high level, inventories will continue a 
gradual but substantial decline. 

For those consuming industries which have been very strong, such as heayy 
construction, freight-car building, and shipbuilding, we see continued strength 
through the year. This means that the heavy products, notably plates, structural 
shapes, and line pipe, will remain in strong demand. 

The automotive industry, particularly because of model changeovers, will 
experience a lull in late summer; and although 1958 models will be put in pro- 
duction as rapidly as possible, it will probably be September, or more likely 
October, before much new strength is found in that industry. When that hap- 
pens, however, hot-rolled and cold-rolled sheets and several wire specialties will 
experience an upturn. 

Oil and gas drilling, which has been relatively slow throughout the first half, 
is expected to show improvement over the remainder of the year with a resultant 
strong demand for oil country goods. Other tubular products, notably standard 
pipe, will ease, particularly because of the seasonal downturn in residental 
construction. 

The container industry will experience a seasonal decline in the last quarter 
of the year; and shipments of tin mill products will decline moderately, although 
their production will probably hold steadier. 

Exports of steel, which were at peak levels during the first half, are expected to 
decline slightly in the second half. 

The details of this forecast, when viewed at midyear, are substantially as we 
saw them at the beginning of the year; and in our judgment, they indicate that 
the steel industry and the economy will be strong throughout 1957. 





FOOT “d ‘aTqQe} Jo PUP 48 S9}0T}00] 90g 


*(xoq eseq 10d (punod 
{ 8@'t peddyp joy) oejd uy eyoo uoMMI0D 


0e 8 “=-==="="=(xoq oseq 10d) oye]d UT} 9774 [0I}00;.q 
“(xoq oseq sd) onjd youTg 


*[[}Ul UL 
00 “SZT ic ; ~--"§]90Y4S 90190} Zu0’T 
00°LTT sz ~“""""""peulsoy JO Ww ‘S}O9YS PozjuBATex) 
00 ‘SII e = 7 ““""§]90YS8 [SUIBUGI}T A 
09 “90T 2 $]90Y8 PeJOl-pjog 
0g ‘98 ~“d9fAvoy PuL ¢ o2vZ SI ‘S}O9OYS Pe[Ol-10}T 
OS “98 ‘a ~-dp4s pej[ol-30 
00 ‘OST red gear) sion y Ba Ppes10} ‘sexy 
00 ‘T9T ieee ae sexjds yo, ], 
0¢ “OI * ? ; “S[[@1 90} PawpUByS JO} SaBq JUTOL 
0g ‘ZIT . ~-~ soqeuid e1y, 
00 ‘SIT Si a ee oe tn Ot eee 
OS “F6 eaeerret cs. SS ‘s[T81 90} PuspuLig 
os “TIT - SENT EASA Soe ee soqeid 100, 4 
00 06 Da-cies tine Siete eae 8018 d 
00 *60T Ga, Xt a Surpid yooysg 
00 26 ‘oe “--"="(suoT}00s qq O) sod Zuyiveg 
00 ‘26 dae AT 40 Surpnypoul) sedeys femmjonsg 
| 00 86 stale ~-givq JupoJOJUTeI 8401909 
00 “SZI a seq poystuy-plop 
00 “OOT . ; “Append [epoods ‘sodveys [[euls puv sivg 
00 "6 : - eqead yUBYyoIIUT ‘sedeys [Tews pus SIvq 
| 0S #8 : 
OS “E0T Weegee ie spunoi eqn 
0S "89 sere a ; “Aqenb Zuyjjoses ‘peystugyureg 
0g "PRS Ese Ayyenb ZuyZ10j ‘poystuyyueg 
:m0qiBoO 


00° 
00 °¢ 
00 °¢ 
| 00 +s 


SSS dado rene 


BHSKNSAHAGSGSSSS 


Urscsrrgnsssid 





SRESSIESSSSAAKSASSSASAEES 
FHOOHSCOCOOCH GOGH FPTPOHOOMOOnOot dH 
BRSSSSSSeaessssseeesssses 


E 
z 
| 
5 
z 
: 


SB AHSGAHSGSG dass ders 





LS61 

1 oseq ‘1 Arne oseq WOIsTAdI oA POP A qunoulry ¢ eseq ‘. ‘any 

eojid wo | sATOeyO aoqid queJleg *u0} Jou | eoyid uO | eATOOyo 

UWOSTAII | WOTSTAGI | PosTAory tod eseq | UOTSTAOI | WOTSTAGI 
quadieg oseq Ue lintwaceskertic..1 ao | | 5 Cc qua19g eseq 
ord UWOTSTAGI BSVq BTIg eT Ig 














SUOTSTAOI ‘2061 ‘TE Arne SUOISJTAGI WIT JOZUT 








~---dy14s pol[ol-40F] 
$}90Y4S Po[Ol-JOH 
~-sedeys [[ews pus sivg 


Se28 
ee 


BGSGw Gs wdwodwda wdedaee dsaa 


S3ss 


rae 
NASANSHIS SOK K SAKA K None 


SS ete 


-Surastsoa WOTSB.AGE [2938 $9381 Pe}TUy 
~-dy14s peyjol-jox, 
““"$}]90YS Poffol-joH, 


2888s ssss 


Cot nwoew 
mY MOS 
SGSSNGSM GGG GSAS Ssiscs 


-(S,qO Zurpnpuyl) sedeys [einjoniys 
‘SNGL-NVW [025 503838 peru 

~---dyijs po[os-40 77 

S}90qS Po[ol-OH 

~sedeys [[suls pus sivg 

cee ae 2 Ana ae a eae S8q8Id 

“-"" (8.0 Surpnpup) sedeys Teinjon.4s 
*H-NGL-NVW [9°48 $03838 peu 

dps Pe]os-jOH]{ 

$}904S P2[Ol-PjoHD 

wr er nnn en=-aen—=--9="""S490US POZTUBAISS) 

$9908 Pe[01-}0}7 

sedeys [Isuis puB seg 


~ 
2S288 
Vw soi Ww 
3 


= 
mh tO O09 oD 
MANS + 


‘Siraosd noncs 


SSS288R8 SSsss Sszss 


SRRSSRAS SSSRAR 
SSS2SS8 8888s 


(S,@0 Suypnypouy) sedeus yemmyonyg 
-N&.L-HOO 194g 88839 pet 
28[903S q33ued}s q31H 
pen 4nd puke s{]oo ‘peonpel poo ‘pesseo 
00 “612 -o1d Al[ny ‘opesd peopsjoeps) sjyooys [eoj}00;q 
*(0383-7z syIBUIT, 
00 66I$ | 3d ‘peor you ‘oped [wd]1309[9) S}90Ys [BdT1}00/F 
penuy; m0 —oq 18H 


s 


a 
o 
re 
a 
a 
ee 
is 
oi 
é 
: 





LS61 9S6T 9961 
*{ Ane 1 oseq ‘| Atne ose UO}s} Aor SATOH WT qunoury | ‘2 ‘any eseq ‘,°any | ‘9 "3ny 
‘moj Jou | oofid UO | BATJOOO oy que010g ‘04 ou | edf1d UO | BAT}OTO | ‘104 Jou 
dod oseq | UOTS|AGI | WOTSTAOJ | PostAczy Jed eseq | WOIsTAed | uoTsTAel | Jod oseq 

epg quedleg eseq oOIg queoleg eseq oOofig 

old UOTSTAOI OSBq SOT Ig Old 


SUOTSTAOI ‘2061 ‘T Ane SUOTSTAOI UI} J0}UT SUOTSTAOI “OCEI ‘z *BnY 


ponunu0g—sponpoid 771m J09)8 UO suOotsiaas asnq a014d fo pnjap “di0g JaaIg sanIg) paul 





fa 
Cy 
=) 
ze 
3 
2 


38a 


SSS SS 


sessss sss2 
CSenrnen~ wood 


SSR3ns 


00 “6ST 


08 ‘S8I$ 
¥9I ‘100 
08 ‘981$ 


~-"-"""266T ‘ZT “UBe 


L96I ‘82 “IBN | 06" , 
weet 6 “300 | ae: 90eIz$ | 19 Or 
L961 ‘ee “IV | * 961 ‘100 
02 26I$ | $6 OT 
181 ‘109 |-~~~ 
20 68I$ 


00 ‘OLT 69 °Z 
00 ‘Z9T 00°8 


Ssssss Se 
éidddd < 


SZT “19D 
08 “EZT$ 
Z9I “190 
68 ‘9LI$ 
SLT ‘100 


OF ‘EZI$ 
ZS “190 
OF “bLI$ 
ZS “10D 
00 ‘8ST 
00 ‘ZST 
00 ZET 
00 ‘SZI 
0S “LOI 


00 ‘FFI 
00 921 
00 °€It 
09 “IIT 
00 °96 


‘POOT “d ‘e1qe} JO pud 7B 80}0}00; vag 


e184 Z1e"0 ‘10}0uI8 
“IP OpIs}no seyouy Fe ‘odd oul, pram 911300, 
*19}0U18 
IP OpIs}no soyouy FZ OzIS Odid OUT], pom dTIQ00Tq 
2118 08Z°0 ‘19}0NIBIp BpIszno 
soyour 8g spus ured ‘yoR[q sul, sseyuBeg 
*19}eUIB 
“IP 9pIs}no seyoul FZ 0} SeyoUT ¢ sezIs ‘ezTUBA 
-[83 pue yovl[q ‘edid oul] pus psepuyys ssolurveg 
r[T@™ 2Ez'0 03 seqouy 
% ‘spue uyeid ‘xOR[q piIepuBys ‘ssolrUIBeg 
*SOYOU] F 0} SeYOUT Z SeZIS pezjUBA 
-[83 pus yoBl[q ‘oul, pu’ prepuBis ‘edd ssojulveg 
VIT@A FET'O 03 
seyoul z ‘spue uyeid ‘youlTq plepusis preang 
“soqouy F 0} YOu % sezis pezjuBa 
-[83 pus yoRlq ‘oul, pu’ pivpueys ‘edid premzng 
:syonpoid Iepnqny pus edig 


¢ 0383 pT Aq 409) $I 
897} OB 
It 4q 9 Aq ZF0T US|sep ‘eouE; TAO A 


["77-""¢ qurod-¢ ‘ueppitp Weo}TeUTY ‘pequeq ‘e714 


pezpuBalep) 

persouuy 
:Aqyvenb yuByoIeUr ‘alt Ay 
¢ 0383 6 Aq soyouy WI 404s ‘sojdvys poystog 
g uourml0d Auued-g ‘4903S ‘sTIeN 


uo0qgi8o Ysy ‘eT Zuyids “g “J 
uoqi8d Wry ‘ely Zuyids JeyuIelg 
~“"OQIBD MOT 14 FIG ‘9SIBOD SIOINJOVINUBUI ‘OTT A, 
dps WOGIBd MOT Pe[Ol-plopD 
W0q1¥d ‘Spol OITA 
:sjyonpoid oI] PUB OITA 
1448 po[[ol-30H 
88181 d 
sedeys [einjon.js pus sodeys 1egq 
sieq po[ol-joH 





POUIGIGXe 9ABY OM ‘QIOJOIOY,, “SJonposd oy} Jo suoyjeogyoeds poipuny [Bs9Aes 94 10j seoyid 
*queored ¢'f Ajayeurrxo1ddy ¢ [BNPTAIpU] Jo sisvq oq} UO pedjid ale sjoNpold Ie[Nqn) [[e puv sjonpoid o1pM UTRIIVO ¢ 

“*quadied OT Ajayeumrxoiddy , “sjonpoid Aoj[e pus 

“yusoled ¢*, Afayeurxolddy 9 U0QIBI 10} (SB1X9 PUB Seseq 911d ZUTPNOUT) 10 Jed spesd0id sates 9FB19AV INO JO JUDOJed 

*queoied ¢*¢ Ajayeurxoidd y ¢ CZ"9 NOG’ SBM SI, “UO} Jod Oo'Rs JO VFVIDAV UB SBA SUOISTAGI B0LId ‘gcgT ‘2 “BN VY ano Jo 

*yuoos0d Q'f ATayeurtxoiddy , qOe]Je 947} ‘asvelai sseid ‘geg] ‘QBN Vy INO Ul poyeyssy “sjonpoid Ao[[e puv uoG sed 410j (S¥17xO 

*guadied ¢°g ATazemTxo1ddy ¢ pus soseq ooj1d Zuypnypous) uoy Jed spadd0id safes B3¥IJOAV INO JO JUaOI0d F INOS ST} STU,L 

‘ojdurexd "u0} Jod o¢ Alajeuyxoidde sj suoIsTAdl 90T1d ‘2c, ‘T A[Ne INO Jo JOaye VFvIVAG 9G} ‘asvaTol 

W19}] UOI}BOyOeds OY} JO 10J0BJ B SB UMOYS Ss] OFuUBYD yUVDIOg ‘asuBYyd sojId [eoIdAy B ssid ‘2¢g1 ‘Zz 9UNEL INO UT pazeIs SY ‘“WOTSTAOI Jey} 0} AOTId AlezeIpeuTUT] yOoye Ul eseq 
4v.1310d 0} Ule}] UOTyBOgIOeds OAT) BJUVSAIdeI B ‘edA} Sty} JO JoNpO.d B JO 9DUBISU] YORE UT eofid Jonpoid ay} 04 A[UO pdzBIaJ S} UOTSTAII VSeq dOL.Id YORE 10J WMOYS BBB]UG0I0d OY, 1 


| | *, (uinuepqAjour 

| yusol10d [ ‘auromgo yueoled %Z) 7d epeis 
‘syuiZue] WOpuB! ‘peT[Ol-joy ‘[[BA aBer0Ae 

| qour 2¢z°9 Aq JO,IUIVIP SpIs}]no seyoul %F 


Aoj’ ‘2u1qny sinsseid sscpureeg 
“"""g 490} FZ 0} 409} LT SYIZUI] PeT[OI 10H 
“ainsseid [BM O¢z'o Aq saqoul Z 
u0qg 180 ‘ZuIgn} [RoruBy seu! puv sinssaid sseyuTeeg 
~-, punod 99°91 ‘Je}0UIVIP BpIs}no soyout SF 
~-"“gazIs []8 ‘jesdn feusezur ‘cy oped ‘odid [IG 
¢ punod QZ" ‘19}9UIBIp spIs}no soyoUy %&%Z 
“SozIs [[8 
‘O pus yy yesdn ‘eg-f opeid ‘3u1qny AQUNod [IO 
~-="""". punod p] ‘Je}eUIVIp epIs}nNo seydut 34¢ 
"SazIs [Be 
‘O pus ZL, Woys ‘eq-f opels ‘Zutsvo A2jun0d [TO 
‘ 4! BM Z1E"0 ‘19}9UIvIp 
00 8SI$ | SpIsjno seyouy FE “edid EU] ple ILT00[F 
*JOIUIVIP IPIs}NoO seyouUy gE 07 SAOUT 
9% sezis ‘adjd oul] pla 9113990;9 pue sseyuTBeg 
penulju0p—sjonpold sojnqny pus edig 


~"""""" 2661 ‘p “ABI 
L961 “6 “Gea 

yore py-Aseniqay 
L961 “6 "G24 


[id y-Areniqe 7 
L961 ‘6 “G9a 


& && 


SS S88 
os 6S SS Serge Soon 


s 





s 


& 
Oo 
ee 
o- 
a 
2 
= 
a 
é 
< 


S 
& 





986T 986T 986T 
1 osBq ‘{ Aine —. f SATO T qunoury | ‘2 ‘any eseq ‘, any | ‘9 ‘any 
*u04 Jou | oofad UO | dATQOOqe oor ‘03 you | aoyid UO | dATJOOZJO | ‘u0} Jou 
dod oseq | WOySTAOI | UWOTSTAGI | PesyTAdy Jod oseq | WOTSTAeI | UOTSTAGI | Jed oseq 
oll que0Jeg eseq a eee oe a a ee qu9010g eseq Old 
OIG UWOTSTAGI VSeq BIT OIG 


SUOTSTADI ‘2061 ‘T Atne SUOTSTAOI UIT JO}UT SUOTSTAGI ‘QCGI ‘2 “BNY 








ponuryu0g—s7onpoid 7711 19978 UO sUorsIaaL asDq 2014d fo prMJap *d10D JoaIg sagnIgr pajtU;) 





ADMINISTERED PRICES 


[From the magazine Steel, July 8, 1957] 


UNITED States STEEL’s New PRICES 


They were raised, effective July 1, and they set the pattern for the steel in- 
dustry. Increases range from $3 to $16 a ton, with the average being $6. 


[All figures cents per pound unless otherwise noted] 





New base Increase 
price 


CARBON STEEL 


Blooms, billets, slabs—forging quality 
Blooms, billets, nee quality 
Tube rounds 


Skelp 
Bars roma small shapes— merchant quality 
Fairless works__-_- 7 
Bars and small shapes—special quality ahem 
Fairless works__-_-- ; 
Cold-finished bars____- lore tina A lemadiaiadce 
Concrete reinforcing WES dco bance concn conc blatbeih Gate -sctaite : 
Fairless works-__- 
Structural shapes, including CB sections- 
Bearing piles, including CBP sections. 
i See eee 
Plates _ 
Floor plates__-_____- 
Standard T rails, No. 1_- 
Light rails- : 
Tie plates - 
Joint bars for standard Trails_- 
Track spikes -- 
Hot-rolled strip. ; ee 
Hot-rolled sheets, 18 gage and heavier_____- 
Fairless works 
Cold-rolled sheets 
Fairless works 
Vitrename!] sheets... ae 
Galvanized sheets, flat or formed... .___-- 
Long terne sheets _- 
Electrical sheets—electrical grade, hot-rolled, cut lengths, 22 gage - 
Electrical sheets—electrical * on fully aw ssed, cold reduced, “coils and | 
cut lengths- - -_- 


_, oat 


ee 


go Sei be be gee Ree ae 


PPO OWS OH SV GUN OWS 
a 7. = 


SHISPSOOPPRoe 
g seseesrnyg: 


HIGH STRENGTH STEEL 
USS Cor-Ten: 
Structural shapes, including CB sections---...................--...--.-. 
ES rae eer peer ee emer, te get RE Pe isan 
eee Gin WUNNONEE SUNIOO oso occ can dcacubivacdthndecsdedanweaviboacbeatals 
Hot-rolled sheets__............-- eae nwwitniekaiehs ant bn diipebnchita déabided= 
Fairless works 
nT NN, 0 Le Coons a ndedin seni np ceay aaeeiimeninde aka eaiedin aielddadl 
RUIN, BOOIE a noni cncgwactnendacssunnuccsecdusbieitcetaidadbbad 
Fairless works 
SD TING icc onicn cdot adctendccksescecabdccsultibobinhateeh iubdian sans 
USS Man-Ten R: 
Structural shapes, including CB sections. -..................-...---4.- i 
PI ei dbls bis oc owned cancndedcaccbhinedsiinesds<bRe ied Ulla aed 
NN EILEEN EALCLEL IL LE LIE IEEE Ly EH 
Hot-rolled sheets --.-_......-- 
Fairless works_....... 
Hot-rolled strip 
USS Man-Ten 8: 
Structural shapes, including CB sections. .................-..-..-....-.- 
ON I Ni as =p hessuibtdibinth ante edinre diebidiiad dihiagiinicil 
SE NO cen on oe etek a eerelh hates epnee sae raneeieaend 
Hot-rolled sheets 
Pe ONE Ln ce cencansensbus Hebd incitlhakidenadbthanttobbuaey 
Hot-rolled strip. 
USS Abrasion Resisting: 
ak Bin « aincic decnie ee citligie ape UCaR Dimonacebacgunkdags baipeeniielil ccuigiataee 
i 0s CON... Cavdvununammetionashapatdoasnedshittionknennt 
Hot-rolled sheets 
Hot-rolled strip 


Ss 
on 


wm Oo CO 
aaa 
an 


SeUs RRRERN RRRaRS HBBESSS 


een” PAPNAHPA PHM MOMS 


~I 


“8 


na” 
- p 
—tt 
~ 

-~- 


ODOM PDH» 


Ingots 
Blooms, billets, slabs 
Hot-rolled bars 

Fairless works 
Bar and structural shapes 
Plates 
Hot-rolled strip and sheets _- 
Cold-finished bars 








ADMINISTERED PRICES 


[All figures cents per pound unless otherwise noted] 





— 


New base Increase 


price 


Wire rods, car 
Donora, Ohoraland, Joilet, and Fairfield 


Cold-rolled low carbon strip: 
Cleveland 
Worcester 

Wire—manufacturers coarse, bright low carbon: 

Cleveland, Donora, Joliet,,Duluth, Rankin, Waukegan, and Fairfield_-_- 


Premier spring wire—high carbon: 
Cleveland, Donora, Duluth, and Waukegan 
New Haven, Trenton, and Worcester 

MB spring wire—high carbon: 
Cleveland, Conora, Duluth, and Waukegan 
Trenton and Worcester 

Nails, stock: 
Donora, Duluth, Joliet, Rankin, and Fairfield__................---.-.-.- Col. 173 | 
Worcester Col. 179 | 

Polished staples, stock: 
Donora, Duluth, Joliet, Rankin, and Fairfield ‘ Col. 175 
Worcester Col. 181 

Wire—merchant quality, annealed: 
Cleveland, Donora, Duluth, Joliet, Rankin, and Fairfield 8. 65 
a pasdnaatonmbecccunnaah 8. 95 

Wire—merchant quality, galvanized: 
Donora, Duluth, Joliet, Rankin, and Fairfield 9. 20 
Worcester 9. 50 

Wire—barbed: Donora, Duluth, Joliet, Rankin, and Fairfield Col. 193 

Woven fence: Donora, ‘Duluth, Joliet, ‘Rankin, and Fairfiled Col. 187 

Bale ties: Donora, Duluth, Joliet, and Fairfield Col. 212 


WIRE AND WIRE PRODUCTS 


— SN 33 && Se Re 





1 Net tons. 
PIPE AND TUBULAR PRODUCTS 


Buttweld pipe, standard and line, black and galvanized, 4% to 4 inches: $8 per 
ton (discounts reduced 4 points) 

Seamless pipe, standard and line, black and galvanized, 23, to 24 inches, outside 
dimensions: $8 per ton (discounts reduced 4 points) 

Electricweld line pipe, 24 inches, outside dimensions: $8 per ton (discounts re- 
duced 4 points) 

Seamless and electricweld line pipe, 26 to 36 inches outside dimensions: $6.50 
per ton (discounts reduced 314 points) 

Oil country casing, grade J—55, short t and ¢, all sizes: $9.50 per ton, with propor- 
tionate increases in other grades and types 

Oil country tubing, grade J—55, upset t and ¢, all sizes: $10.25 per ton, with pro- 
portionate increases in other grades and types 

Drill pipe, grade D, internal upset, all sizes: $15.50 per ton, with proportionate 
increases in other grades and types 

Seamless pressure and mechanical tubing, carbon: About 5.5 percent 

Seamless pressure tubing, alloy: About 4.5 percent 


STAINLESS STEEL 
Mill price bases and extras are increased about 4 percent 


WHAT THE STEEL PRICE INCREASE MEANS TO YOU 


$23 more | 11 more $24 more 6 more 


IN SIX-ROOM HOUSE IN $3000 CAR IN TURRET LATHE IN %hp MOTOR 
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ADMINISTERED PRICES 


[From the magazine Steel, July 15, 1957] 
How Mucu Price Patcuine py STEEL CONSUMERS? 


Some will pass along increased material and wage costs. Others 
will wait to see what competitors do. Still others will try to absorb 
all or part of higher costs. 
Metalworking pricing reaction to midyear steel and wage increases will be 
mixed. 
Some will pass it along in the form of an average price hike of about 7 percent. 
(The steel increase averaged 4 percent. See Steel, July 8, p. 53.) 
Others will absorb part of the increased costs because of competitive conditions. 
A few will absorb all of them. 
Many will await action by competitors. 


THEY'LL GO AHEAD 


“T can’t think of a single reason why we should not pass on all the steel price 
increase,” says the sales manager of a Cleveland producer of nuts and bolts. 

Bill Strain, sales manager and coowner, Kean Manufacturing Co., Dearborn, 
Mich., nutmakers for auto companies, says: “I’m sure we’ll be raising prices, 
and I’m sure we’ll be passing along all the increase. We don’t know just when. 
It will depend upon what the rest (of our competitors) do.” 


Cars to go up 


In Detroit, most producers feel that prices will have to be increased, but some 
are holding off because of slow sales, competition and upcoming improvement 
factors. The general feeling is that all the increase will be added, which, with 
he cont of living and improvement factors, will add $30 to $60 to the price of 
] cars. 

In Chicago, P. K. McCullough, vice president, Mercury Manufacturing Co., 
producer of electric trucks, gas tractors, and trailers, said a 7 to 8 percent 
price rise in May “reflected partial catching up and partial anticipatory increases. 
We had a wage increase last September, plus material and component increases 
for which we had not adjusted. Gas tractors and trailers will have to go up. 
It looks like about 5 percent.” 


Fasteners go up 


W. T. Yivisaker, vice president, Pheoll Manufacturing Co., Chicago, says: 
“We increased prices on our fasteners an average of 4 percent. We've been 
or to hold the line on some of our volume items because of increased pro- 
uctivity.” 

Pettibone Mulliken Corp., Chicago, producers of railroad track, switches, frogs, 
and steel alloy items, has increased railroad items about 7.5 percent, according 
to Wade Meloan, vice president, who adds: 

“This is partially due to the steel increase and also to last year’s hike, which 
we had not recovered. We're currently negotiating a wage contract, and any 
increase here must be reflected. Competition is another factor. When you’re 
not the leader, you can’t make a bigger increase than he and make it stick.” 


More advances 


General Electric Co., Schenecteday, N. Y., announced increases of 4.5 percent 
on repair prices of most electrical products. Prices on transformer products 
are up 4 percent ; switchgear products are up 7 percent. 

Elmer Gustafson, vice president, Ceco Steel Products Co., Chicago, says: 
“We’ve increased prices where possible to pass it along. The competitive 
factor has to be reckoned with, and we'll have to feel our way. On our com- 
modity lines (metal window frames) the increase is about 6 percent. On steel 
joists, roof deck, etc., about 5 percent.” 


THEY’LL WAIT ’N’ SEE 


G. H. Whitehouse, vice president, Snyder Tool & Engineering Co., Detroit, 
maker of special machine tools for the auto industry, says: “So far we haven’t 
put the price increase into effect. We need more, but we’re having trouble 
getting orders now. We'll pass it along eventually, when business gets better.” 

Says Perry Williams, president, Kelsey-Hayes Co., Detroit (auto wheels and 
aircraft components): “In this industry there are no fixed prices. We'll be 
passing along all the increase as soon aS we can. How else can you make a 
profit?” 
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Competition is key 


E. M. Bimberg, general manager, Zenith Carburetor Division, Bendix Aviation 
Corp., Detroit, says: “We don’t know yet what we will do about prices. Com. 
petition is always a factor. We have an improvement factor coming up Septem. 
oe ; so we'll need some kind of a package then, but it won’t be across the 

oard.” 

In Pittsburgh, a spokesman for Westinghouse Electric Corp., says: “We 
haven’t seen a complete breakdown on the increases in price of basic steel and 
the fabricated products which we buy, so we don’t know just how we will be 
affected. We estimate the steel increase will add about $2.5 million to our 
costs.” 

Out of New York comes word that metalworking companies are eliminating 
all overtime in an effort to keep costs down and pushing incentive systems to 
increase productivity. Most will pass on ali or part of the steel price advance, 

A sales manager for Manion Steel Barrel Co., Rouseville, Pa., says: “Prices 
will have to be increased, but we don’t know yet how much.” 

The same attitude is expressed by Morris Calig, president, Calig Steel Drum 
Co., Pittsburgh ; a sales manager for the chain division, McKay Co., Pittsburgh; 
and H. N. Campbell, sales manager, McKinney Co., Pittsburgh hinge producer, 


Customer factor 


“Customers are resisting any more price increases, although we are hit by 
higher raw material and labor costs,” says J. L. Henderson, Jr., general Manager, 
Robinson Ventilating Co., Zelienople, Pa. 

“T would say that to take care of the steel price hike, and our increase in labor 
costs, we will have to get a minimum of 7.5 percent increase in our prices. But 
this will be hard to get,” he concludes. 

“We can’t absorb any more increase,” says a sales manager for Pittsburgh 
Auto Spring Co. ‘Taxes are rising, and while we do not want to take unfair 
advantage of the chance to raise prices, we have to operate at a profit.” 

Deere & Co., Moline, Ill., farm equipment manufacturer, said through a spokes- 
man that it is “reluctant to increase prices in the aftermath of the recent steel 
price boost, but with costs increasing it seems inevitable that sooner or later some 
price adjustments will have to be made.” 


THEY’LL STAND PAT 


William J. Farrell, chief applications engineer, Sciaky Bros. Inc., Chicago 
(resistance welders and accessories), sounds this note: ‘“‘We have no plans for 
a price increase. Our last increase, 15 months ago, was our first in several 
years. We plan to hold the line now by sharpening our methods.” Other firms 
will do the same. 

A DISSENT 


“Frankly, I’m disappointed in the big companies,” comments the vice president 
of a Chicago component manufacturer. “Just out of concern for the whole 
economy you would think they would heed the plea of President Eisenhower. 
Arguing who is to blame, the unions or corporations, won’t settle a thing. What's 
needed is for someone to make the first move. This was the steel industry’s big 
opportunity. Their profits look good tome. Any Government investigation will 
have my blessing.” 

BACKGROUND 


Last summer, the base price of steel rose an average of $8.50 a ton, which the 
industry said was inadequate. This sent the Bureau of Labor Statistics’ finished 
steel price index up 10 points. In December, price extras pushed the index up 
another 6 points. The current steel base increase (averaging $6 a ton) will raise 
the BLS index 7 points. 

This is the sixth consecutive year of steel price increases, each one following 
a wage increase to steel-workers. 


[From the magazine Iron Age, July 4, 1957] 


PATTERN OF STEELWORKERS’ WAGE GAINS—Whuy Street Prices Hap To Go UP 


Some say United States Steel’s $6-a-ton price boost is inadequate. 
Others hail it as hedge against inflation. 

Here is what the corporation was up against while making its 
decision.—By J. B. Delaney. 
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Several weeks ago management of United States Steel Corp. went into a 
top-level huddle. The problem: What to do about the wage boost coming to 
steel labor on July 1? 

Here’s what management was up against: 

1. Employment costs would rise 21 cents an hour, including a 4-cent cost-of- 
living increase. 

2. The United States workers were telling the Nation that the steel companies 
could absorb the increased labor costs without raising prices. 

8. President Eisenhower’s appeal to labor and management (reiterated last 
week) for restraint on wages and prices in the interest of combating inflation. 

4, The company’s need for funds and a decent profit margin to help finance 
current and pending expansion and modernization projects. 

5. A clamor by some producers for price increases of as much as $10 per ton 
onthe average. These producers felt—and still feel—that a substantial increase 
was in order to offset the higher costs of labor, materials, and services. 


IT WASN’T EASY 


It wasn’t an easy problem to solve. Essentially it boiled down to this: How 
much of a price increase would serve the best interests of the company and the 
national economy? 

Under the circumstances, a price boost averaging at least $8 per ton could 
have been supported; even if the outmoded yardstick of 40 cents per ton for 


? 


each penny increase in wage costs were used. 
A COMPROMISE 


United States Steel’s decision: A weighted average increase of $6 per ton, 
effective 12:01 a. m., July 1. It was a compromise. And it was at least $2 
less than many people had expected, $4 less than some steel people wanted. 

The increases (for details see p. 121) ranged from $6 per ton on cold-rolled 
sheets, $7 per ton on hot-rolled bars, $5 per ton on plates among the heavy-tonnage 
products, to $15 to $16 on a few specialty items. 


AVERAGE 4 PERCENT 


The overall average increase for carbon and alloy products was about 4 per- 
cent compared with an employment cost rise of 6 percent. United States Steel’s 
average price is now about 734 cents per pound. Its employment costs for hourly 
paid workers is now about $3.52 an hour. 

Amount of the increase came as no surprise to close observers of United States 
Steel’s pricing policy. The company has traditionally leaned toward con- 
servatism on prices. Although the announcement did not say so, many people 
considered the modesty of the increase a contribution to the fight against inflation. 


SOME DISSENT 


The increase did not sit well with some steel people. Several did not hesitate 
to blast it as inadequate. But most producers withheld comment, made plans to 
put through their own increases as soon as possible. 

United States Steel’s president, Clifford Hood, said the company’s total em- 
ployment costs will rise 21 cents per hour, including the 4-cent cost-of-living 
adjustment, at the beginning of the first pay period on or after July 1. He 
recalled that the first phase of the 3-year agreement called for an increase of 
24 cents. This, he said, was followed by a 3-cents-an-hour cost-of-living adjust- 
ment effective last January. 


WAGE-COST BREAKDOWN 


The second phase of the steel labor contract calls for: 

A base wage increase of 7 cents an hour plus an increase of 0.2 cents in 
the present differential of 6.3 cents per hour between each of 32 job classifications, 

The cost-of-living increase of 4 cents per hour, based on rises in the Consumer 
Price Index of the Bureau of Labor statistics. 

An increase to 1 and one-fifths times the regular rate of pay, from the former 
ot one-tenth times the regular rate, for nonovertime work performed on 

ay. 

An increase to double time and one-tenth, from double time, for work on any 

1 of 7 specified holidays. 
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OTHER COST BOOSTS 


United States Steel will also give comparable increases to salaried workers 
covered by union contracts as well as nonunion salaried people. Other cogt 
increases that follow automatically with a boost in wages include increases jp 
overtime pay, in holiday and vacation pay, in pay for workers who take time 
off for jury duty, and in pension’and social security. 


[From the magazine Business Week, July 6, 1957] 
THE STEEL Price Rise: It DEPENDS ON How You Look at IT 


Congress says the average $6 a ton increase announced by 
United States Steel is too high. 
Most steelmen say it’s low—it makes it harder for the rest of the 
industry to finance expansion. 
United States Steel says it’s right. 
Steel’s customers say the rise is just about what they had ex- 
pected. 
In any case, this isn’t the end of the line. If there’s another rise 
in costs, prices will go up again—maybe within a few months. 
United States Steel Corp. occupied a spectacularly unpopular position this 
week as the economy adjusted to the $6 per ton average increase in steel base 
prices. The corporation was— 
Criticized by Congress for “irresponsible” pricing and for contributing to 
inflation. 
Criticized by a number of its competitors for “grossly inadequate” pricing. 
Criticized by two major labor leaders for just about every sin in the economic 
book. 
On the basis of the corporation’s longstanding price policy, the most pointed 
criticism was that by the industry—though $6 was not too far off from earlier 
guesses. By the corporation’s own standards, a $6 boost is a conservative one. 


DIRECT RESULT 


United States Steel justified its price boost, which averages 4 percent, as a 
direct result of the second-year costs of the 3-year, no-strike labor agreement it 
wrote last August to settle a 34-day strike. That included a contractual wage 
boost on July 1 this year. The United Steelworkers valued this at 12.5 cents per 
hour. United States Steel said the July 1 boost involved total employment costs 
of 21 cents per hour, including a 4-cent cost-of-living increase dictated by the 
Bureau of Labor Statistics index for May (BW-June 15, 1957, p. 50). The 
disparity arises from indirect employment costs. 

The 21-cent—or 6-percent—total employment cost boost, said United States 
Steel president, Clifford Hood, will result in an average hourly employment cost 
of $3.52, the highest ever. 

STEEL’S CASE 


Most immediate effect of United States Steel’s action will be in Congress. 
There, any of several committees will attack it. Naturally, the corporation is 
busy this week preparing its case. It will argue that far from making the 
fantastic profits charged by United Steelworkers president, David McDonald, 
United States Steel’s prices aren’t yielding enough dollars to accommodate the 
tripled costs of replacing wornout equipment and adding new. 

The corporation’s price policy has been and remains this: to cover all costs 
and to earn a good profit. Its costs, of course, can be ascertained quite precisely. 
What constitutes a good profit is determined by some dozen variables. 

So far this year, United States Steel’s profits have been good. After taxes, it 
earned 9.9 percent on sales in the first quarter—and that is substantially its 
present earnings target. That’s by no means spectacular but it’s substantially 
better than any full year’s earnings rate for the last 27 years. 


INDUSTRY CLASH 


What competitors are saying about United States Steel’s price action somewhat 
resembles Detroit speculation and gossip in 1955. Then General Motors, locked 
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in a furious battle with Ford, was making such record earnings that some people 
wondered whether GM would reduce sharply its auto prices to put more pressure 
on Ford. 

But if it had done so, according to Detroit observers, it would have destroyed 
American Motors and Studebaker-Packard—and quite possibly have crippled 
Chrysler for good. But, GM didn’t cut prices and the competitors are all in 
business. 

United States Steel’s relations with its competitors are similar but different. 
Competitors are unhappy because the corporation doesn’t boost prices enough. 
United States Steel insists that it’s only recovering costs—that its earnings 
improvements result from heavy capital expenditures and meticulous attention 
to efficiency. The industry, in seeking higher general increases, is arguing this 
year—as it did more quietly in last year’s increase—that by holding prices lower 
than what the traffic would bear, United States Steel makes it progressively 
harder for the rest of the trade to finance modernization and expansion. Ulti- 
mate effect of Big Steel’s price action on its competitors remains to be seen. 


PRICE FACTORS 


Where does all that leave the price of steel this week? Right about here: 

At their new levels, steel prices are ultrasensitive to costs. United States Steel 
yows there’s no water in them, that if costs go up significantly—as they will do 
on the slightest rise in the price index—prices will follow. 

That practically confirms a new concept steel people talk about—that the cost 
spiral almost forces steel to a twice-a-year pricing policy. Base prices are set to 
accommodate the annual change in labor costs; then the increase in nonwage costs 
is accommodated some months later. Last year base prices went up $8.50 in 
August, at the strike’s end. Extra charges on most products went up in 
December and March. 

And the full effects are now showing up of last year’s strike settlement. 
United States Steel then estimated total employment costs of the 3-year, no- 
strike contract at 57.5 cents per hour. Already, steel is paying 45 cents—and a 
13.1 cent raise is due next year, not counting cost-of-living boosts. 

It’s true that one of the advantages steel sought in the contract—3 years of 
production uninterrupted by strikes—has been realized so for. But that pros- 
pect has also meant that big steel users could cut their inventory to the bone 
this spring. Steel also said it was buying, last summer, the change to stabilize 
costs at predictable levels for 3 years. But cost-of-living wage increases have 
already knocked that hope in the head. 


WASHINGTON’S GUNS 


Congressional critics of the price rise are already bringing up their heavy 
guns. Yet many seem not so much to be aiming at steel, as using steel to at- 
tack other targets. Senator Albert Gore (Democrat, Tennessee) fired at high 
interest rates that “encourage many companies to finance expansion out of in- 
creased prices.” Senator Estes Kefauver (Democrat, Tennessee) will use the 
steel hike as a takeoff point in probing industrial concentration. 

President Eisenhower’s economic advisers are most concerned about possible 
upward nudging of other prices. They’re hopeful that there’s enough weakness 
in consumer demand to block, or at least hold back, retail increases. 


UNRUFFLED CUSTOMERS 


About the only people not throwing brickbats are steel’s customers. Most of 
them found the increase to be just about what they expected; a survey by 
Business Week reporters in key areas turned up only a handful who found it 
larger than anticipated. The principal gripes came from appliance makers 
who objected, not to the rise, but to steel industry figures (misleading, they 
said) about how little the steel price rise meant to the cost of, say, a refrigerator. 

Many manufacturers said they had no plans to increase prices of their own 
products because of higher steel costs—at least not immediately. Others said, 
just as emphatically, that they would “add every dime to our selling price.” 
The answers varied with the industry and the company’s situation. 

The survey turned up little evidence of large-scale advance stockpiling of steel 
(“There’s no point in tying up 5 percent money to save 5 percent costs,” said 
one construction firm.) 
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Total increase in cost to steel buyers based on 1956 shipments and July 1, 1957, 


price increases for carbon steel only 


{In thousands of dollars] 


Market classifications 


1. Steel for converting and processing into— 


7. 














(Code 010) Wire and wire products____-___-_-_--_____-_____ 15, 320 
(Code 020) Hot and cold rolled sheets and strip________________ 10, 200 
a eeaoeamnariaseme arena qipeourseneeres 13, 008 
ne, a sence igs Girpencene mp eneuppenes 6, 732 
(Code 060) Other steel products and steel castings___...__..____ 6, 218 
a i aha re etit ctan eoe bite ea gm ts tata ianerina--actalie oka 51, 473 

Less shipments to reporting members of the industry for con- 
mere nareree ian 27, 958 
I ca coterie mace 23, 520 
. (Code 070) Forgings (other than automotive) _____________________ 4, 394 
. (Code 080) Bolts, nuts, rivets, and screws___-...---._-_______-___ 10, 148 

. Warehouses and distributors: 

(Code 110) Jobbers, oil and gas industry__--__-_________--___ 19, 638 
Ca I li i eticiece ne ep ecten an seit S cick bibdaen 653 
CT nD RE ENT Sie ciciccecieeente em mntnee ab nlieo 348 

(Code 150) All other jobbers, dealers, and distributors—direct 
Nee ee ed she poeushncdcalbgrdeuighe 11, 252 

(Code 160) All other jobbers, dealers, and distributors—for 
SOPOEh 2t atid alate se laa al db stab avec nuns ceva spd iag Sails eens 08 83, 410 
a 115, 301 

5. Construction, including maintenance: 

I a seb sbtenen 771 
gen nu iaceuesmenroinnninnmun 17, 271 
IN ca a ecnmeneven ee 4, 554 
(Code 210) Public construction, other than highway---____-____ 2, 407 
A arate centre duneren 329 
a A a a se tana Mais 18, 630 
Re an DPE IN a Sa eet nieierorin neces 1, 976 

(Code 250) Steel industry, construction, maintenance, repairs 
and operating supplies (including own use)-----_____-_--~_- 5, 907 
CGlomte: (ROG) | Aamo eG, a. 5.. oe ais lb Ss ease Liteon 12, 647 
Un CN a sah leh a, ran niadbelh men gibioes ...-. 64, 492 

6. Contractors’ products: 
(Code 270) Air conditioning and ventilating equipment______~- 2, 429 
(Cindi: 280) - Badlders’ MarGwele iss ce orice sinns ego snwdnne nica 1, 259 
(Code 290) Culverts and concrete pipe___._..___._...-.--_----- 3, 297 
(Code 300) Plumbing and central heating equipment________- 8, 457 
(Code 320) Other contractors’ products..__..._._.---.--~--~-- 9, 180 
a a a a ak i Asti heads 24, 622 
Automotive : 

(Code 330) Automotive vehicles and parts (assemblers) —__-~- 46, 860 

(Code 350) Automotive parts, accessories, and supplies (inde- 
eeny Quaeneeea Lis Jools al ou) ei a a ae 25, 563 
(Code 360) Automotive forgings___.__.___--___-_--.--------_- 1, 384 











To 


14 


16 


17 
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Total increase in cost to steel buyers based on 1956 shipments and July 1, 1947, 
price increases for carbon steel only—Continued 


[In thousands of dollars] 


Market classifications 
. Rail transportation : 
(Code 370) Railroad rails, trackwork, and equipment 9, 122 
(Gouge SOO) PrGient: COT. so ks een cee ee el oe 11, 948 
(Code 410) Passenger cars 660 
(GOGO-GAO). LOONIE eas an i acest ciate skate etiolated 1, 468 
(Code 440) Street railways and rapid transit systems 170 


Group total 23, 368 
. (Code 450) Shipbuilding and marine equipment 3, 651 
. (Code 480) Aircraft 180 
. (Code 490) Oil and gas drilling 4, 569 
. (Code 500) Mining, quarrying, and lumbering 1, 906 


. Agricultural: 
(Code 520) Agricultural machinery 5, 088 
(Code 540) All other agricultural 1, 619 


Group total 6, 657 


. Machinery, industrial equipment and tools: 

(Code 550) General purpose industrial equipment 12, 480 
(Code 570) Chemical industry equipment 425 
(Code 580) Construction and related equipment 2, 636 
(Code 590) Food processing equipment 324 
(Code 610) Metal working equipment 8, 553 
(Code 620) Pulp and paper equipment- 114 
(Code 630) Textile equipment 377 
(Code 640) Other special industrial equipment 2, 256 
CC GR Oi aici inch on pgs lek in escola inicio alee 4. 224 
(Code 670) Hand tools 


yroup total 
15. (Code 680) Electrical machinery and equipment 


16. Appliances, utensils, and cutlery: 
(Code 720) Cooking and space heating stoves 
(Code 730) Refrigerators___ 
(Code 740) Washing machines and PO oe 
(Code 750) Other household appliances__.......__.__-__-_-_ 
(Code 770) Utensils and galvanized ware 
(Code 780) Cutlery and table flatware 


Group total 


17. Other domestic and commercial equipment: 
(Code 790) Domestic furniture and other equipment 
(Code 800) Office furniture, supplies and business machines___ 3, 803 
(Code 810) Other commercial, institutional, professional, and 
scientific equipment 2, 079 
(Code 830) Sporting goods, toys, and signs_____-______________ 1, 915 


Group total 


95009—; 
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Total increase in cost to steel buyers based on 1956 shipments and July 1, 1957, 
price increases for carbon steel only—Continued 
{In thousands of dollars] 


Market classifications 
18. Containers: 



























(Gede-B70) "Vas Bamitary oo oe et ee 15 
(Code 880) Cans—General line_______--___-_-----_------_--- 246 
(Code 890) Crown caps and other closures___-----__-__-_-__-- 79 
(Code 910) Steel barrels and drums—19 gage and heavier____- 3, 039 
(Code 920) Steel barrels and drums—-Lighter than 19 gage____ 1, 622 
I i ess alsin cde encamped canieri als cae gigs 957 
(Code 940) Compressed gas cylinders________-____----------_- 511 
(Code 960) Cooperage, boxes, strapping, and all other con- 
SR ae tccaceeseeeiccccenpescccceget hence dane 8,7 







Grins totale aces 20 SSU CU. fee 
19. (Code 970) Ordnance and other military 






20. Export: 





(Goede Geo). Poerdion countries... oo. oe ee ek 15, 57$ 
(Code 990) United States possessions_....__....--_---___-_-- 733 


NN i Sai actin rnin mailer Segue Seiepeseais 


21. Shipments of nonreporting companies 























Tops e: erates: {2 ' 06 Bi ces ts eee ee 459, 367 


CALCULATION OF Cost TO STEEL CONSUMERS OF 1957 BASE PRICE INCREASE FOR 
CARBON STEEL 


(Prepared by staff of Antitrust Subcommittee) 


The American Iron and Steel Institute lists 38 groups of carbon steel products 
shipped to consuming industries, on form No. AIS 16-C. 

Net shipments in 1956 were 77,005,000 tons, excluding shipments to reporting 
members of the industry for conversion or resale. 

United States Steel Corp. reported price increases on July 1, 1957, on 32 of 
these products (ranging from $3.50 per ton for ingots, blooms, and other semi- 
finished products, to $24.82 per ton for pressure tubing). 

Total net shipments of these products were multiplied by the amounts of their 
respective price increases. The increase for cold rolled strip (not quoted by 
United States Steel) was taken as $6 per ton, the same as for cold rolled sheet. 
The increase for wheels was taken as $7. No increase was shown for tool steel 
(only 17,415 tons in 1956). Nor was any increase shown for black plate and tin 
and terne plate, the price of which had been increased only 2 months earlier. 
Where the AISI shipments report consolidated products having different price 
increases, the lower or midrange price increases were used. 

As computed, the total amount of the price increase on carbon steel alone, 
multiplied by 1956 shipments, aggregated $459 million, or an average of $5.97 
per ton. 
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If shipments for the 12 months, July 1, 1957, to June 30, 1958, exceed the 
shipments in the calendar year 1956, total cost to steel consumers will exceed 
$459 million for carbon steel. 

As noted, the above estimate does not include an increase of 35 cents per base 
pox of black plate, tin and terne plate 2 months earlier, April 30, 1957. Taking 
a base box to average 100 pounds, this amounted to $7 per ton increase 2 months 
before the general July 1 revision. Shipments of these products (included in 
the 77 million tons noted above) were 6.3 million tons in 1956. This increase 
would add another $44 million to the annual bill for carbon steel products. 

The above calculations do not include any costs to consumers of alloy and stain- 
less steels. Net shipments of these steels in 1956 were 6,246,000 tons. If we 
assume that price increases for these averaged at least $6 per ton, another $37 
million would be added. 


Millions 
Carbon steel (July 1, 1957) 
Tin mill products (Apr. 30, 1957) 
Alloy and stainless steel (July 1, 1957) 


Total 
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1018 ADMINISTERED PRICES 


UNITED STEELWORKERS’ MEMORANDUM * 
Avueust 6, 1957. 
Subject: Union calculation of the cost of the July 1957 wage and fringe costs 
to United States Steel Corp. 
1. General base rate increase, 7 cents 
This is a general increase to all employees and all rates. 


2. Increment increase, 1.3 cents 


The increment increase results from a widening of the increment between each 
job class by 0.2 cent. The weighted average cost is calculated on the basis of 
the weighted average job class, 8.44 (a corporation figure for January 1955), as 
follows: 








I ead hoa aed Smit eles Sins aoeseielece, toukin manana oot 8. 44 
I il ahd cc thd pd cae ect tweens nese nipcdonin ace eteenkicn gen —2. 00 
SI hn citi a a i a it at he a 6. 44 
isd itn etn tite hentia dio ttn td dicen te wich ah 4 bi hed cents... 3 
cM tN aha Sa, Se Gs tk li cin adeah es OM tan gad Rade taken dt fh ead NE TB ae ow ie nd GOieae >t 


This is a slight overestimate because the increment increase is used to offset 
red-circled rates where they exist. 


3. Incentive impact, 0.8 cent 


Just prior to the 1955 negotiations the corporation submitted a breakdown 
of employment by job class, incentive yield, et cetera, as of January 1955. In 
addition to permitting calculation of the average job class, these data per- 
mitted calculation of the percentage of employees on incentive, 48.2 percent, 
and the average incentive yield to the employees, 20.2 percent. A combination 
of these two figures multiplied by the July base rate and increment increase 
only (cost-of-living increase is not used for incentive pay calculations) shows 
the incentive impact as follows: 


DORAN O WI OUR ia i he ech hice cneeeeed percent.. 48.2 
I aac strane alienate aolesinsio-ahiceecanahtsaeanitnareaiesetbeeaierinip secate welOcane Mae 
Incentive yield averaged over all employees_________-_~_-~- BD acess 9. 74 
I II Th lad Bo lis asl tate als bo Caps esl eda boda cclaw ina cents_- 7.0 
en ARO a Se ee, a ee Le: COintes 1.3 
I ccs cain Gieicclbeaceidel 0k 8.3 
ON inte tetra eR EE AREER ARNT Rima SNM X9. 74 
diac cnncdarktice AL Alek declines abel ean alam meainiamaimeRcnctieutsel .8 


This cost could have increased slightly if either the percentage of employees 
on incentive or the average incentive yield or both have increased since January 
1955. The increase is not likely to be large in any event. 

4. Sunday premium increase, 2 cents 

This cost was calculated on the basis of the data submitted by the corporation 
just prior to the 1956 negotiations showing the percentage of hours worked on 
Sundays in peak production year 1955 on which hours no premium was paid. 
This figure was 7.4 percent for production and maintenance employees. It 
would be lower if all employees were included. The calculation shows: 


Straight time average hourly earnings (STAHE) January 1956 for the 


eorporation’s production and maintenance employees____--__-__-___ $2. 423 
Wage rate increase 1956 (including incentive) .-__-___-_____________- 105 
Wage rate increase 1957 (including incentive) ....._.._._._____________ 091 
Cost-of-living increase January and July.___--.---_--~..--.----...-.- 07 
I te i ad oo rah oc tenet acti einen sidan oes ra eee 2. 689 
aS, hid erecta in tp at eceaeaes inset en eee cane wheat eee X 7. 46 

IIE Scie schetc eae aD citing te ig sibien detondecinsssc-apen mda kc atinnlos idm Simeestracmnnons 20. 06 
CR Os Ty PN, in ste wrt ieee heen s ce percent... 10.00 
Ck skin REE aia ces nscale acicceeden tt abla atk oan 2.0 


1From United Steelworkers of America research department, August 6, 1957. 
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This figure greatly overstates the present cost of the Sunday premium pay 
increase because the percentage of Sunday hours worked is lower than it was 
in 1955. This is true because a certain amount of rescheduling to escape pay- 
ment of the Sunday premium was permitted and because the level of operations 
is lower. 

While current data on Sunday hours worked are not available for the corpora- 
tion, they are available for the industry from American Iron and Steel Institute 
(AISI) data. The percentage of Sunday hours for production and maintenance 
employees in May 1957 was 6.11 percent; for all employees it was 5.19 percent; 
and for all employees for the first 5 months of 1957 it was 5.7 percent. This 
would yield current costs of 1.6 cents, 1.4 cents, and 1.5 cents, respectively—all 
costs lower than the cost estimate based on 1955 work experience. 


5. Holidays worked premium, 0.4 cents 


This is calculated on the basis of the corporation’s report to the union in 1956 
on the percentage of total hours worked on 6 holidays, 1.33 percent, in 1955, a 
period of peak production. It showed: 


Total hours worked on 6 holidays 
To reflect 7 holidays 


Percent 
Current STAHE - 
Percent 


I i ee 4.17 
Holiday worked premium percent X<10.00 


4 


This cost will be even lower when less work is performed on holidays than was 
performed in peak 1955. 


6. Cost-of-living adjustment in July, 4 cents 
This is a general increase applicable to all employees. The cost impact of this 


increase on items 4 and 5 above has already been included. Incentive is not 
paid on this adjustment, so there is no incentive impact. 


7. Pensions 


The increased pension costs were estimated by the union at 1 cent. They are 
not effective until November 1, 1957, so they do not belong in the July 1957 
“package” and are not here included. There is also evidence that the corpora- 
tion has already made all allowance for these costs in its 1956 charges for pensions. 
The method of calculation used by the union can be made available if desired. 

Total cost of the July 1957 increases, 15.5 cents. 

This cost is overstated by about 0.5 cent for Sunday premium. No attempt has 
been made to include the indirect impact of these increases on other contractual 
benefits, which were not themselves specifically improved in 1957. The impact 
follows as best it can be calculated. 


8. Indirect impact of the 1957 increases on other benefits, 1.4 cent 

(a) Vacations, 0.66 cent.—Calculated as follows based on December 31, 1955, 
production and management seniority data furnished by the corporation in 1956: 
Employees entitled to receive 1 week of vacation 132, 956 
Employees entitled to receive 2 weeks of vacation 109, 088 
Employees entitled to receive 3 weeks of vacation 53, 162 


295, 206 
(Extra vacation pay per week, i. e. 15.5 cents x 40 hours) $6. 20 


277. 2 


Total $1, 830, 2 
BeRUOUTS WOFked If 1000... 222k aes +275, 452, 000 


COT nc shia bce ath anita bb iian eat 'sia chase bec Seepaieidtedeeleeee 0. 66 
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This cost is overstated since it assumes that all employees with the requisite 
seniority are entitled to a vacation. This is not true, since there are always 
disqualifications. Approximately 4.1 percent of the otherwise qualified em. 
ployees received no vacations in 1955. To some small degree this cost may be 
understated since a few employees receive more than 40 hours of vacation pay, 
This amount could not be calculated. Any such understatement would be in 
part at least offset by partial vacations to part-time employees. Some under. 
statement may arise because older employees who receive longer vacations prob- 
ably also receive higher rates of pay. This could not be calculated. 

The industry’s prorated charges for vacation pay through May 1957 (AIS] 
through latest month available) show vacation pay as 5.3 percent of other produc- 
tion and management wage payments. Use of this ratio on the 15.5 cent increage 
would yield an indirect vacation cost impact of 0.82 cents. 

(b) Overtime premium, 0.20 cent.—No data for the cost of this premium are 
available for United States Steel separately. AISI figures show a cost for all 
employees of 0.17 cent based on May operations and 0.22 cents based on the first 
5 months of the year. This overtime cost varies up and down with the level of 
operations. For the expected operations level for the year, 0.20 cent is a reason- 
able figure. 








May 1st 5 months, 
1957 


1957 
| 
Cents Cents 
I cca iaiminwdapabbbiniemmmuvnddarenethres CENeREERS eet ere MEER 7.0 7.0 
I a lee npthisest 1.3 1.3 
re te a 2 ene ebindeaduadeabenenbasetaaques ; 8 
SNE ince dicktk docks dete ts thin atneeienienbinin' Jeb Seki dn ualdcwtee nase eadbieteckitcin 4.0 4.0 
July increase on which overtime is paid (cents) ......-...-.--...--.-.---+---- 13.1 13.1 
al aia inhale en en seus aehaneaenestheietpnns X2, 67 X3. 31 
Ree TAMERS Sesh ts 1 cahedaliassecscendisiatoncnedbadhl . 3498 . 4336 
INN RGURIIIED 1st cn wbtsnh cabiendeubebnanibeeeminvencknnd x50 x0 
I cabidnde einen b en tke doco ck bs eeangbernsiasaseedkepesneneneneias 17 22 


(c) Holidays (7), 0.85 cents.—This cost is based on data from United States 
Steel on all production and maintenance hours, worked and unworked, on six 
holidays in 1955. It is calculated: 


Ratio of total hours on 6 holidays to all hours in 1955 to reflect 





Pee O@aed) ssusediveocie nied i. babies ecu sues percent__ 2. 34 
BG nlebneitct avaiide deat eli eel eeoeutulaeacel Ab do... .88 
IIE oie antec nvenencivniniavet hSAANN Re dead abcess Se Eis li Se 2. 67 

X 18.1 cents, July increase which is reflected in holiday pay_--_-- cents... 3498 
tioesioss sedic.ou mucin Josssie belli) do... .85 


(d) Social-security taves, 0.2 cents—The rate of social-security tax paid by 
the corporation prior to the July wage increase was 214 percent on the first 
$4,200 of payroll of each employee. It has not changed. With steady work 
for most employees, with gross average hourly earnings in the industry at $2.62 
(May 1957), and with the minimum rate for the lowest-paid job at $1.85 (prior 
to the July increase), there were few employees who were not already earning 
$4,200 annually. (The percentage of all production and maintenance employees 
in United States Steel earning less than $4,200 during the year 1955 was only 
about 29 percent; while no data for 1956 are available, this percentage was 
certainly even smaller because of the 1956 wage increase.) Thus the 1957 wage 
increase will result in no extra cost for the corporation for most of its em- 
ployees and only a small amount for the balance. 

This is true, only more so, for the unemployment-compensation tax for which 
the corporation’s tax rate (averaged of all States) is probably only 1 to 15 
percent of taxable payroll. 

Even if the combined tax rate for both social security and unemployment 
compensation were 3.5 percent and even if it applied to all of the wage increase 
of all employees, the impact would be only 0.54 cent. The actual cost, however, 
is only a small portion of this figure. A most liberal estimate appears to be 
about 0.2 cent. 

Total indirect impact, 1.4 cents. 
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AMERICAN IRON & STEEL INSTITUTE, 
New York, N. Y., August 2, 1957. 
Hon. Estes KEFravver, 
United States Senate, Washington, D.C. 

Sime: Replying to your telegram of July 30 and subsequent discussion with 
Dr. John Blair of your staff, we are herewith submitting the information 
requested. 

In these tabulations we have first shown for each basic carbon steel product 
the industry net shipments based on reports from 128 companies for the years 
1955-56 and for 6 months of 1957. This information is regularly compiled on 
the report AIS-16 of American Iron & Steel Institute. 

As per your request we have shown, for each product, (1) the total shipped 
by the 4 largest shippers; (2) the next 4 largest shippers; and (3) the total 
shipped by other than the 8 largest shippers of each product. 

It was necessary to apply the usual rules to avoid disclosure of individual 
company figures, which was explained to Dr. Blair. We have, however, indicated 
by a footnote the relatively small amount of these transfers. 

Very truly yours, 
Max D, Howe rt, 
Eazecutive Vice President. 
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STATEMENT CovERING ADDITIONAL Cost DATA REQUESTED BY SUBCOMMITTEE 
(Presented by U. S. Steel Corp.) 


On page 716 of the transcript of these hearings on Monday, August 12, the 
Chairman said: “Mr. Tyson and Mr. Blough, what we are trying to get at is 
how much your cost was increased as a result of the United Steelworkers’ 
contract, and whichever way we can get at it is the way we would like to see it,” 

Attached are three schedules. Schedule I shows the wage and salaried em- 
ployees in integrated steel operations represented by the United Steelworkers 
of America. There were 161,500 during April, the latest month for which the 
data are available. The other employees in integrated steel numbered 47,600, 
Schedule I also shows the per hour increase for employees belonging to that 
union and all other, the combined total for which resulted in the previous esti- 
mate of 21 cents per hour although the amount was 19.4 cents for members of 
that union. 

We previously have furnished the subcommittee with information showing that 
the average increased cost per ton of steel attributable to the employment cost 
—— is estimated at $3.50 to $4 per ton at about 16% to 19 man-hours per 
on. 

On schedule II, attached, this estimated increase per ton is broken down 
between the amount for employees represented by the United Steelworkers and 
for all other employees in the integrated steel operations. In addition, the 
schedule shows the estimated total employment costs per ton of finished steel 
product, based on both an estimated 16% and an estimated 19 hours per ton, 
excluding and including the July 1, 1957, increase. 

On schedule I, it is shown that approximately 77 percent of the employees in 
steel operations are represented by the United Steelworkers’ Union. On schedule 
II it is shown that about 71 percent of the total employment costs are paid to 
employees represented by this union. This latter percentage should be used in 
place of the tentative estimate of 80 percent used in the hearing on Monday, 
August 12. 

Schedule III is a statement of United States Steel employment cost contrasting 
corporation estimates with union estimates and explaining the difference. 

In the data previously furnished you on July 26 there was set forth a com- 
parison of United States Steel’s estimate of the employment cost increase of 
July 1, 1957, and the contract benefits as listed by the union in the June 1957 
issue of Steel Labor published by the United Steelworkers of America. How- 
ever, on Monday, August 12, a communication to you from Mr. I. W. Abel, secre- 
tary-treasurer of the union, was placed in the record which contains additional 
information. The table dated July 30, 1956, furnished by Mr. Abel agreed with 
the data for the union which we had previously supplied except that he had 
carried the figures out to hundredths of cents per hour instead of tenths of cents 
per hour and he had added the 4 cents per hour cost of living increase of July 1, 
1957. 

In his explanation dated August 6, 1957, but not included in this table, Mr. 
Abel estimated the indirect impact of 1957 increases on other benefits (vaca- 
tions, overtime, holidays, and social-security taxes) at 1.4 cents. This amount, 
when added to the total of 16.51 cents listed by the union, revises the total stated 
by the union to 17.91 cents per hour. 

The difference between the 17.91 cents of the union and the 21 cents of United 
States Steel is 3.09 cents per hour. The biggest item (1.6 cents) included in this 
difference results from the fact that the union estimate makes no provision for 
increases to salaried employees. The balance is primarily accounted for by the 
fact the union does not fully recognize the indirect impact of increases and fringe 
costs on pensions, cost of living adjustment, etc. 

Mr. Abel’s schedule also does not include the full impact of the wage increase 
on incentives although in that connection he states “this cost could have increased 
slightly if either the percentage of employees on incentive or the average incentive 
yield or both have increased since January 1955.” 

With these revisions of its figures by the union, we submit a new comparison 
on schedule III attached. 

As previously stated, we regard the employment cost increases occurring on 
July 1 of this year as resulting directly or indirectly from the agreement with 
the United Steelworkers of America because the members of this union repre- 
sent such a large proportion of our total employees engaged in steelmaking. It 
has been our practice to maintain a relationship wit other employees when there 
are general increases occasioned by contracts with"ds"large a proportion as 77 
percent of the employees. 
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Also, as previously stated, we note that cost increases were only one of the 
factors taken into consideration in determining the price increase, but if that 
price increase averaging about $6 per ton is to cover all cost increases, only about 
$2 to $2.50 per ton remains to cover any increases occurring in some 60 percent 
of total costs. 

The prices of United States Steel’s purchased products and services increased 
more than 70 cents per ton of finished steel during May and again during June 
of 1957, making a total increase of about $1.40 per ton of finished steel during 
this 2-month period. The recent freight rate increase authorized by the ICC will 
add 65 to 70 cents per ton more to our steelmaking costs. Just these increases 
in purchased products and services in recent months are nearly equal to the 
margin between the July 1 steel price increase and the estimated employment cost 
increase. 


ScHEDULE I 


Integrated steel operations of United States Steel Corp. 


2d quarter, 1957 | July 1, 1957, 
increase 


| 
Approxi- | Estimated 
mate | Percent of hourly Per 
number | employees | employ- hour | Percent 
ofem- | ment (cents) 
ployees! | | | 





| 
Wage and salaried employees: | 
Represented by United Steelworkers of 
MEE tn <5 (oth an kh sebaoki eke east a 161, 500 oi 2 $3.36 | 19.4 5. 
gS Re ee ie ELE 47, 600 | : 4.59 | 26.6 5.8 
8 


Total | 209, 100 0 | 3.64/ 21.0] & 


8 


1 Distribution is for April 1957, the latest month for which count of employees by bargaining units was 
made. 

2 Average hourly employment costs for all wage and nonexempt salaried employees in integrated steel 
operations. While no separate hourly employment costs are available for employees covered by individual 
union contracts, it is believed the average here shown is reasonably accurate as applying to those covered by 
the steelworkers contracts. 


SCHEDULE II 


Integrated steel operations of United States Steel Corp.: Estimated employment 
costs per ton of finished steel 


Based on 16% hours per ton Based on 19 hours per ton 
of finished steel of finished steel 


ee ee 1 

Excluding} July 1 Including} Excluding] July 1 | Including 
| July 1 increase | July 1 July 1 increase | July 1 

| increase increase | increase increase 


Estimated employment costs for: 
Employees represented by United 


| 
Steelworkers of America $42. . 5. $49. 25 
Other employees-.-_-..-.-- So tietatoeee 17. 25 ; . 19.75 


| 





00.00 | 3. 53. 50 | 69.00 | 


Note.—Portion of employment costs for employees represented by the United Steelworkers of America 
are equivalent to approximately 71.3 percent of total employment costs. 
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ScHEDULE III 


Statement of United States Steel employment costs increase July 1, 1957, to. 
gether with contract benefits as listed by union 


Cents per hour 


United Union Difference 
States Steel 


Base rate 
DT BROS Siscccvelascesecoanccacses Send ileus a 
Incentive impact of increases 
nc ccwccenuchs aqanernesersice 
Holiday premium increase 
ae effective Nov. 1, 1957....-...---- 
Increased pension and social security tax costs due to wage 
a ertiehii dun iikcncainneendiain eo eae | 1.3 | 
Effect of above on overtime, vacation, and holiday pay to- 
gether with increases to salaried employees.- a 32.8 | 
Cost of living 4 cents plus effect on overtime, vacations, etc... 4.5 | 


-- Pres 
LON wo 


421.0 | 





1 Denotes decrease. 

2 Cost of pension program, effective Nov. 1, 1957, was included in the cost of the Ist year’s package by 
United States Steel since increases for pensions beginning after that date apply to both past and future 
service. 

8 The union estimate makes no provision for increases to salaried employees. 

* Based on this increase per hour, we have estimated the increase in our employment cost to be $3.50 to $4 

r ton of steel products. Mr. McDonald, president of the steelworkers’ union, in a speech at the May- 

ower Hotel, Washington, D. C., on June 6, 1957, at Conference of Industrial Union Department of AFL- 
CIO, said in ‘reference to United States Steel—‘The total cost of the wage increase and other benefits which 
will go into effect on July 1 will amount to less than $51,500,000 in 1957.’’ Such an increased cost for 6 months 
based on actual steel shipments in the lst quarter of 1957 is $3.89 per ton. 


Stock OpTIoN INCENTIVE PLAN 


(As adopted 1951. The number of shares referred to in secs. 2 and 4 do not 
reflect adjustments made pursuant to sec. 10—see shares offered.) 

1. Administration.—This plan shall be administered by a committee of not 
less than three directors of the corporation who shall be appointed by its 
board of directors and who shall not be eligible to participate in the plan. Sub- 
ject to the provisions of the plan, the committee is authorized to interpret it, to 
prescribe, amend, and rescind rules and regulations relating to it, and to make 
all other determinations necessary or advisable for its administration. 

2. Shares subject to the plan.—The committee, from time to time, may provide 
for the option and sale in the aggregate of up to 1,300,000 shares of common 
stock of the corporation, which amount is 5 percent of the number of shares 
of common stock at present outstanding. Shares shall be made available from 
authorized unissued or reacquired common stock. 

3. Participants.—The committee shall determine and designate from time to 
time those key management employees of United States Steel Corp. and its sub- 
sidiaries and of United States Steel and Carnegie pension fund (including officers 
and directors active in capacities other than as directors only) to whom options 
are granted and who thereby become participants in the plan. Directors who are 
not otherwise officers or employees of the corporation or of a subsidiary are not 
eligible to participate in the plan. No option may be granted to an employee after 
he has reached age 65. A participant in the plan shall agree to continue as an 
employee for such period from the date the option is granted, and under such 
conditions and with such restrictions as to purchase and delivery of shares during 
this period as the committee shall determine, and subject to the employing 
company’s right to terminate employment at any time. 

In any offering after the initial offering, the committee may offer available 
shares to new participants or to then participants or to a greater or lesser 
number of participants, and may include or exclude previous participants in 
accordance with such determinations as the committee shall make from time to 
time. 





& #2822 


s 


| Sle 


ADMINISTERED PRICES 1029 


4, Allotment of shares.—The committee shall determine the number of shares 
to be offered from time to time to each participant except that the maximum 
number of shares offered to any one participant upon the initial offering at the 
inception of the plan shall not exceed 10,000 shares, and the maximum number of 
shares which any participant may purchase pursuant to the initial offering and 
all subsequent offerings under the plan shall not exceed 30,000 shares. 

5. Option price—Shares of the common stock of the corporation shall be 
offered from time to time at the market value of the stock at the time an option 
is granted. 

6. Option period.—The period for exercising an option shall not exceed 10 years 
from the date the option is granted and shall not extend more than 3 years after 
retirement. The committee may cancel an option during such 3-year period if a 
participant engages in employment or activities contrary, in the opinion of the 
committee, to the best interests of the corporation. Options may be exercised in 
part from time to time during the option period. 

7. Payment for stock.—F ull payment for shares purchased shall be made at the 
time of exercising the option in whole or in part. No shares shall be issued until 
full payment therefor has been made and a participant shall have none of the 
rights of a stockholder until shares are issued to him. 

8. Termination of option.—All rights to exercise options terminate if an em- 
ployee ceases to be an employe for any cause other than death or retirement. 

9. Rights in event of death.—If a participant dies without having fully exer- 
cised his option, the executors or administrators or legatees or distributees of his 
estate shall have the right during a 3-month period following his death (unless 
such period is generally extended by the committee) to exercise such option in 
whole or in part. 

10. Effect of change in stock subject to the plan.—In the event there is any 
change in the common stock of the corporation through the declaration of stock 
dividends, or through recapitalization resulting in stock splitups, or combinations 
or exchanges of shares, or otherwise, the number of shares availale for option 
and the shares subject to any option shall be appropriately adjusted by the 
committee. 

11. Nonassignability—Options are not transferable other than by will or by 
the laws of descent and distribution, and during a participant’s lifetime are 
exercisable only by him. 

12. Use of proceeds.-—The proceeds received by the corporation from the sale 
of stock pursuant to the stock-option-incentive plan will be used for general 
corporate purposes. 

13. Amendment and discontinuance.—The board of directors may alter, sus- 
pend, or discontinue the plan. No action of the board of directors, however, may 
increase the maximum number of shares to be offered for sale under options in 
the aggregate or to any individual employee, or change the manner of determi- 
ning the option price, or, without the consent of the holder of the option, alter or 
impair any option previously granted under the plan. 


95009—5S—pt. 3——24 








1030 ADMINISTERED PRICES 


[Excerpts from United States Steel proxy statement, May 6, 1957] 


Information concerning directors and officers 


Name, principal occupation and business, and period during 
which a director 


Amount of securities bene- 
ficially owned, directly or 
indirectly, as of Feb. 1, 





Arthur M. Anderson, director and member of executive com- 
mittee of J. P. Morgan & Co., Inc. (1943 to date). 

Charles H. Bell, president of General Mill, Inc. (1955 to date) - - - 

James B. Black, chairman of the board of Pacific Gas & Electric 
Co. (1944 to date). 

Roger M. Blough, chairman of the board of United States Steel 
Corp. (1952 to date). 

Cason J. Callaway, owner and operator of Blue Springs Farms 
(1944 to date). 

Philip R. Clarke, financial consultant (1938 to date) .._....._..-- 

Cleo F. Craig,! chairman of the board of American Telephone & 
Telegraph Co. (1956 to date). 

ny 4 Davison, president of J. P. Morgan & Co., Inc. (1952 
to date). 

Benjamin F. Fairless, consultant and former chairman of the 
bony and president of United States Steel Corp. (1937 to 

ate). 

Clifford F. Hood,! president and chairman of the executive com- 
mittee of United States Steel Corp. (1952 to date). 

— ‘ Houghton, Jr.,! president of Steuben Glass, Inc. (1956 
to date). 

C.J — Ingersoll, chairman of the board of Muskogee Co. (1951 
to date). 

Alexander C. Nagle, former chairman of the executive committee 
of the First National City Bank of New York (1945 to date). 


Irving S. Olds,! partner of law firm of White & Case. Former | 


— of the board of United States Steel Corp. (1936 to 

ate). 

Herbert E. Smith,! former chairman of the board of United States 
Rubber Co. (1951 to date). 

Joseph P. Spang, Jr.,! chairman of the board of the Gillette Co. 
(1953 to date). 

Robert C. Tyson, chairman of the finance committee of United 
States Steel Corp. (1952 to date). 

Enders M. Voorhees, consultant and former chairman of the 
finance committee of United States Stee] Corp. (1937 to date). 








22,002 shares common, 


13,900 shares common, 





Year 

present 

term as 

director 1957 

expires 
1958 606 shares common. 
1959 400 shares common. 
1958 1,206 shares common, 
1959 
1958 8,006 shares common. 
1959 1,008 shares common, 
1957 400 shares common, 
1959 1,002 shares common, 
1959 
1957 2 shares preferred. 

32,000 shares common, 

1957 1,001 shares common, 
1958 2,200 shares common, 
1958 606 shares common, 
1957 | 6,717 shares common. 
1957 } 2,000 shares common, 
1957 3,202 shares common, 
1958 6,202 shares common, 
1959 


13,806 shares common.? 








1 Nominee for election to office of director. 


2 Also has a contingent interest in 1,000 shares of common stock held in an estate. 


by 
cee 
offi 


Rog 
Clif 


Rol 
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Following is a table showing the remuneration paid during the last fiscal year 
py the corporation to each of its directors whose aggregate remuneration ex- 
ceeded $30,000, to each of its 3 highest paid officers, and to its directors and 
officers as a group. 


| Aggregate remunera- 
Name of individual or identity of group | Capacities in which remuneration tion paid in 1956 


was received by corporation (ac- 
crual basis) 





Roger M. Blough | Director; chairman of board of directors; | $264,900 (net after 
member of executive committee and taxes, $72,459) .! 
finance committee. 
Clifford F. Hood Director; president; chairman of execu- | $263,500 (net after 
| tive committee and member of finance taxes, $72,815).! 
committee. 
Robert C. Tyson | Director; chairman of finance committee | $205,967 (net after 
since May 8, 1956, previously vice taxes, $65,361) .! 
chairman; member of executive com- 
| mittee. 
Sete DE. T OORMOOD. ncccanncakéhebdncoe Director; member of executive commit- | $162,767. 
tee; member and to May 8, 1956 chair- 
man of finance committee and there- 
after consultant. 
Benjamin F. Fairless | Director; member of executive commit- | $109,500. 
tee and consultant. | 
Irving S. Olds Director; member of executive commit- | $50,100. 
tee and consultant. 
All directors and officers 2 | As directors and officers..........---.--- $4,296,237. 





1 The estimated net remuneration after paying income taxes. The estimates are based on the assumption 
that the individual’s remuneration from the corporation is his only income, and that he is entitled to no 


deduction therefrom other than as a married person and, in computing Federal income tax, a deduction 
of New York State income tax. 


3 Includes a total of 53 officers and directors for the full year and 12 for portions of the year. 


Under the stock option incentive plan approved by the stockholders May 7, 
1951, options were granted and exercised since January 1, 1956, as hereinafter 
set forth. 

The plan authorized the option and sale of common stock to key management 
employes at market price on the date the options are granted. An option may 
be exercised in whole, at any time, or in part, from time to time during the 
option period, except that during the first year of the option period it may be 
exercised only in the event of death or retirement of the optionee. The option 
period begins on the date the option is granted and ends 10 years thereafter, 
except in cases of death, retirement, or other earlier termination. Directors 
who are not officers are not eligible to receive options. 

During 1956 options for 89,300 shares were granted to 78 employes at the then 
market price of $55 per share. Options for 38,500 of these shares were granted 


to officers as a group including 10,000 shares to Robert C. Tyson, chairman of 
the finance committee. 
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Following is a tabulation of options exercised from January 1, 1956, through 
February ‘1, 1957. Shares and option prices relating to 1951 and 1953 options 
have been adjusted to reflect the 2-for-1 stock split on May 12, 1955. Options 
granted in 1955 were issued subsequent to the stock split. 


Market price 
Shares purchased under range in od 
of purchase 


Name of individual or identity of group 


1951 options | 1953 options | 1955 options 
at $20.50 per | at $18.50 per | at $48 per Low High 
share share share 






All employees (including officers) -.._......_. 65, 294 118, 744 35, 225 $513%| = $734 








All officers as a group: 
1956—Ist Quarter __...................- 400 22, 500 pstccsarece 51% 60 
Pereeer ee 2. cae Ee as we 5, 750 ONS 52l4 62\ 
Oe Qaeer 0. Fe 2 29, 400 45, 250 wakes 551% 69% 
CUA ch atch azuilpstueoe: 800 200 4, 500 63% 73% 
1957—to Feb. 1... -......-.-..---.. 1, 750 2, 000 sthiiae 623% 73% 
Included in the foregoing are purchases 
by the following officers named in the 
tabulation on p. 6, the market price 
ranges shown being as of dates of pur- 
chase: 
momen OE (Blonghus occ. sista Oe ; 39,000 1.-5-2:+25-=2: 6074 61% 
eee 2. eee. aca ois... hb 4, 000 i” ee 56} 4} 58 












UNITED States STEEL’s Cost AND STEEL PRICE INCREASES, JULY 1, 1957 
(Presented by U. 8. Steel Corp.) 


On July 1, pursuant to the 3-year labor agreement entered into August 3, 
1956, United States Steel’s employment costs were increase about 6 percent 
approximately 21 cents per hour. At the same time the prices of carbon and 
alloy products were increased an average of about 4 percent, or approximately 
$6 per ton. 

The cost and price increases are just another incident in the long-time unremit- 
ting cost inflation with which United States Steel has been afflicted since before 
World War II. This is illustrated in the first chart attached which shows the 
unremitting inflation in United States Steel’s basic employment cost per em- 
ploye hour on the basis that 1940 equals 100. On this same chart are also 
shown United States Steel’s total costs per employee hour. These costs have 
risen since 1940 in compound interest fashion at average rates of 8.1 percent and 
8.8 percent per annum, respectively. 

The second chart compares the basic employment cost per hour with Bureau 
of Labor indexes of wholesale prices and of finished steel mill products. The 
bars across the bottom of the chart show, by the scale on the right, United 
States Steel’s income as a percentage of sales. The data charted and rates of 
change in them are shown in the attached tabulation. 

In interpreting this chart, it is useful to contrast two periods, that is, 1940-46 
and 1946-56. The first period of World War II produced a marked distortion. 
Both United States Steel’s employment cost per hour and wholesale prices in 
general rose more than 50 percent. Steel prices were not allowed to rise at all 
until 1945, and by 1946 were only 12 percent above their 1940 level. United 
States Steel’s profit was squeezed down during this process to a low of 2. 
percent, which was only about one-fifth of the lowest profit United States Steel 
had ever earned in pre-World War II years when its operating rate was ata 
similar high level. 

In the second period, from 1946 to 1956, steel prices advanced but not enough 
to catch up with wholesale prices in general until 1955. Employment costs rose 
at an even higher rate. It may be noted as an aside that it is not good statisti- 
‘al judgment to select years in the immediate postwar period as a basis for 
judging present-day cost-price-profit relationships because of the distorted rela- 
tionships in those years. Even by 1956 United States Steel’s profit margin 
had not recovered to what it was in 1940. 

It is an established fact, not a theory, that as our employment cost per hour 
increase, so also do other costs. The experience is that, per employee hour, 
total costs rise 8.8 percent as employment costs rise 8.1 percent. Based on this 
relationship, the employment cost increase of 6 percent on July 1, 1957, means 
a total cost increase of about 614 percent. 
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The 6 percent employment cost increase is equivalent to $3.50 to $4 per ton of 
finished steel product. As against the price increase of about $6 per ton, this 
leaves only $2 to $2.50 to cover the increases in other costs that have occurred 
and are continuing to occur in accordance with our long experience. 

For example, in the 60-day period ending July 1, the price of scrap increased 
27 percent. Numerous other items of purchased products. and. services also 
increased in recent months such as stores materials, lumber, coal, refractories, 
electrical goods, building materials, lubricants, processing oils, mill rolls, and 
repair and maintenance services. While the prices of some other products and 
services decreased, the prices of United States Steel’s purchased products and 
services on an overall basis increased more than 70 cents per ton of finished 
steel during May and again during June, making a total increase of about $1.40 
per ton of finished steel in this 2-month period alone, 

Local property taxes—another cost—have been increasing steadily. The de- 
preciation cost has also been increasing rapidly reflecting the underlying inflation 
in building and equipment costs, proceeding at an average rate of about 7 percent 
per annum. 

Thus, at the beginning of the year we had construction projects under way, the 
as yet unexpended authorized cost of which was $775 million. A review of these 
projects thus far in 1957 has indicated that, because of rising costs, approxi- 
mately $30 million, or about 4 percent for the half year—S8 percent on an annual 
basis—over. and above the previously authorized amounts will have to be added 
to complete these projects. 

These matters, together with many other considerations, entered into the judg- 
ment which led to the price increase. In announcing a price increase of only 
4 percent it was hoped that increasing efficiency would minimize the consequence 
to profits, otherwise arising out of the failure of the price increase, fully to 
cover the cost increases of the 6% percent or $8 to $9 per ton which United 
States Steel’s experience clearly indicates must be anticipated. 


Consolidated income account of United States Steel Corp. for the quarter ended 





Earnings per common share ! 
Products and services sold 
Employment costs 

Products and services bought 

Wear and exchange of factories _-- -- 


1, 042, 782, 049. 00 | 764, 991, 210. 00 
479, 667, 668. 00 | 338, 450, 183. 00 
258, 625, 875.00 | 285, 285, 362. 00 

72, 398, 601.00 | 58, 585, 448. 00 


Interest, etc 


State, local, and miscellaneous taxes___._.-.__---__- 
Federal and foreign income taxes------- 


Net income. 


Preferred dividends....-....---------------- od 
ST I So. 2, oo walia welvaioniecion auba 


Surplus after dividends 


Common shares 


1 After preferred dividend requirements. 


2 Deficit. 


Consolidated income account of 


Earnings per common share ! 


1, 716, 262. 00 
38, 817, 960. 00 
94, 000, 000. 00 
97, 555, 683. 00 

6. 304, 919. 00 
40, 318, 254. 00 
50, 932, 510. 00 
53, 753, 422. 00 


1, 902, 055. 00 
23, 982, 292. 00 
22, 000. 000. 00 
34, 785, 870. 00 

6, 304, 919. 00 
34, 903, 984. 00 
2 6, 423, 033. 00 
53, 698, 000. 00 

| 





1957 


United States Steel Corp. for 9 months ended 
Sept. 30 


| 


Products and services sold 3, 003, 965, 4 


Employment costs.._-- 

Products and services bought 

Wear and exchange facilities 
Interest, etc... .... 

State, local, and miscellaneous taxes 


Federal and foreign income taxes_.........--.- 


Net income __- 
Preferred dividends 
Common dividends 


—_ 


1 After preferred dividend requirements. 





$8 - é 
3, 379, 580, 712. 
3 


1 
1, 411, 345, 135 
999, 424, 327. 
215, 475, 248. 
5, 379, 916. 

92, 433, 095 
326, 000, 000. 00 
328, 976, 991. 00 
18, 914, 757. 00 
120, 925, 100. 00 
189, 137, 134. 00 


00 
00 
00 
00 
00 
00 


243, 336, 311. 00 
18, 914, 757. 
104, 590, 458. 00 
119, 831, 096. 00 


1, 180, 732, 
991, 927, 
215, 478, 

6, 997, 143. 
73, 322, 
268, 000, 
267, 506, 942 
18, 914, 78 
88, 101, 
160, 490, 546. 
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CONCENTRATION IN AMERICAN INDUSTRY AS IT PERTAINS TO THE 
STEEL INDUSTRY 

























(Presented by United States Steel Corp.) 


Concentration in American Industry—known as the Friedman report—is a 
statistical compilation using data from the 1947 and 1954 Census of Manufac- 
turers. Calculations of “concentration” in steelworks and rolling mills (most 
important of several steel industry classifications) are made on the basis of value 
added by manufacture. 


Concentration in steel shown by Friedman report—four largest companies 


1 Revised from 45 ae to 48 percent in a letter dated Aug. 2, 1957, from Mr. Robert W. 
Burgess, Director of the Bureau of the Census, to Mr. Max D. Howell, executive vice 
president, American Iron & Steel Institute. 


The new figures which Senator Kefauver used in his opening statement show- 
ing a change in concentration ratio of 50 to 55 percent, including pig iron and 
coke, significantly were not taken from the Friedman report but were taken 
from the August 2, 1957, letter mentioned above. 

Thus, the purported increase in the concentration ratio has been cut in half 
from 20 percent (45 versus 54 in the orginal Friedman report) to 10 percent 
(50 versus 55). This raises a serious doubt as to the validity of the value 
added basis, even as a quantitative basis for measuring changes in concen- 
tration. 

Published data make possible the following calculations on the degree of con- 
centration in the steel industry: 





Concentration in steel shown by other measures 


Ingot capacity of 4 largest as percent of industry capacity.__-_..........---.-.-- 61 
Ingot production of 4 largest as percent of industry production...-..........----- 63 
Steel shipments of 4 largest as percent of industry steel shipments__.-_.....-.--- 6: 
Gross revenue of 4 largest as percent of industry gross revenue : 


Employment of 4 largest as percent of industry employment 


&SESS 
Qaaworn 
BSIKS 
Rm ONneo 










A somewhat technical demonstration of the nonvalidity of the census value 
added figures for concentration calculations is given by the following calcula- 


tions. 
For 1947 and 1954, the value added per ton of steel shipped has been calculated 
from the correlated census data * * * AISI data * * * and annual reports— , 


for the industry as a whole and for the largest four producers in the industry. 
The results of those calculations are: 








Value added per ton, 4 largest producers_.__.........-.-..------------------- . 
Value added per ton, remainder of steel industry. ........-.--...-..------.-- 52. 37 75. 18 


It is impossible to believe that these results are correct. The top four com- 
panies are the most integrated producers; therefore, they should logically have 
a value added per ton higher than the value added per ton for the industry 
as a whole. Yet, in both years the figures show value added per ton by the 
remainder of the industry to be considerably higher than the value added by 
the top four producers. Such obviously inconsistent results are probably in- 
herent in the use of the particular value-added figures. 
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MEMORANDUM ON UNITED STATES STEEL CONCENTRATION STATEMENT 


DECEMBER 5, 1957. 
To: Paul Rand Dixon, Staff Director and Counsel. 
From: John M. Blair, Chief Economist. 
Subject: Memorandum of United States Steel, Concentration in American 
Industry as It Pertains to the Steel Industry. 


In a letter of August 2, 1957, to Mr. Max D. Howell, the substance of which 
was later incorporated in a supplement to the July 1957 report, issued by the 
Bureau of the Census, Mr. Robert W. Burgess, Director of the Bureau, revised 
upward the 1947 concentration ratios (4 largest) for the steelworks and rolling 
mills industry from 45 to 48 percent. This, of course, narrowed the amount of 
the increase to the 1954 level of 54 percent. In addition, there were presented 
for the first time concentration ratios for a broader industry grouping which 
encompassed not only the steelworks and rolling mills industry but also the blast 
furnaces and byproduct coke industries. As was the ease of steelworks and 
rolling mills, the concentration ratios for this larger grouping were based on 
value added by manufacture, which is value of shipments minus, principally, 
cost of materials. 

In a memorandum, Concentration in American Industry as It Pertains to the 
Steel Industry, which has been inserted into the record of these hearings, United 
States Steel criticizes the Census Bureau’s figures on concentration for the 
industry. United States Steels contends that the use of value added by manu- 
facture cannot possibly be correct as is indicated by the fact that the value 
added per ton works out to be lower for the four largest companies than for the 
remainder of the industry. 

“The top four companies are the most integrated producers—therefore, they 
should logically have the value added per ton higher than for the industry asa 
whole. Yet in both years the figures show value added per ton for the remainder 
of the industry to be considerably higher than the value added by the top four 
producers. Such obviously inconsistent results are probably inherent in the 
use of the particular value-added figures.” 

The cause-and-effect relationship inferred by the first sentence of the above 
paragraph is somewhat obscure. Presumably, the thought is that because the 
top 4 are the most integrated, their cost of materials would be less than the 
cost to the less integrated producers, which would tend to give the top 4a 
greater value added per ton. If this is the thought, it is valid only if it assumes 
noncompliance by the steel companies in following the reporting instructions 
of the Bureau of the Census. Under the heading “Summary of Materials, 
Fuels, and Blectric Energy,’ the instructions of the 1954 Census of Manu- 
factures state: “For materials, parts, ete., transferred from other establish- 
ments of this company, report the nearest approximation to their commercial 
cost value.” [Emphasis added.] To the extent that these instructions were 
followed the cost of materials per unit would theoretically be the same for 
the integrated as for the nonintegrated companies, and, thus the integrated 
companies would not have had for this reason a “value added per ton higher 
than the value added per ton for the industry as a whole.” 

This still leaves, however, the question of why the value added per ton is 
significantly lower for the 4 largest producers than for the remainder of the 
industry—$56.24 versus $75.18 in 1954. Such a showing can be explained on 
several grounds. In the first place, the output of the higher priced alloy and 
stainless steels is undoubtedly lower, relative to their total output, for the four 
largest companies than for the remainder of the industry.. Although the annual 
reports of the individual companies do not distribute their shipments as be- 
tween carbon and alloy steel, it is common knowledge that the overwhelming 
bulk of the output of the four largest producers consists of the so-called basic 
earbon steel products. In contrast, a not inconsiderable proportion of the total 
output of the remainder of the industry consists of the production of the higher 
priced alloy or other specialty steels. 

In the second place, even within the range of carbon steel products, the out- 
put of the more expensive products would appear to be relatively less important 
to the top four than to the remander of the industry. Thus, while the top 4 
in 1947 had 58 percent of the capacity for steel ingots and 56 percent of the 
eapacity for finished hot-rolled steel products, they had much smaller percent- 
ages of the capacity for such higher priced steel products as cold-finished bars 
(less than 25 percent), cold-rolled strip (less than 20 percent), galvanized sheets 
(less than 30 percent), and cold-rolled sheets (less than 45 percent). 
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A third explanation lies in the fact that during past years some of the 
smaller companies charged premium prices above those charged by the 
top four. The existence of these premium prices in 1954 is shown by an exhibit 
prepared by United States Steel, itself, which has been made part of the 
record: Examples of Price Changes Made by Competitors of United States Steel 
and Action Taken by United States Steel, Year 1954. 

Although it is impossible to determine quantitatively the importance of these 
possible explanations, they do provide a reasonable basis for assuming that, 
ceteris paribus, value added per ton would tend to be lower for the top four 
producers than for the remainder of the industry. 

As a final observation, United States Steel, in its memorandum made com- 
parisons, based on several measures, of the change in concentration in the steel 
industry between 1947, 1954, and 1956. In each case a decline in the proportion 
accounted for between 1947 and 1956 by the four largest was shown. Quite 
apart from whatever technical shortcomings may exist in the measures used, 
it should be obvious that the use of the year, 1956, was highly unsuited for the 
purpose of measuring the change in concentration. During the 2-month steel 
strike in 1956 the steel plants of the top 4 companies were shut down. At 
the same time many of the smaller producers were not closed by the strike. 
The result, of course, would be to create a downward bias in the level of con- 
centration shown for that year. 


INFLATION, AND WHAT THE CoNnGRESS MicHT Do Apout IT 


By Roger Blough, chairman of the board, United States Steel Corp. 


Several times during this hearing, Senator O’Mahoney has asked me for a 
personal opinion regarding what the Congress should do about inflation. 

I cannot profess any great competence in many phases affecting this problem 
although we are painfully familiar with some aspects of it. Nevertheless, if these 
hearings are going to have a constructive purpose it is evident that only at the 
level of inquiry suggested by Senator O’Mahoney will that purpose be achieved. 
Accordingly, I here outline my thoughts. 

The first and foremost contribution the Members of Congress can make to- 
ward curtailing inflation is to understand it. This is not easy. Yet those respon- 
sible for passing or refraining from passing legislation—and in either case the 
responsibility is equally great—cannot carry out their individual responsibilities 
in the matter without a reasonably clear understanding of the problem. To this 
I quickly add that business, too, must, in turn, do all it can to understand the 
matter so that we may likewise carry out our respective responsibilities. 

It is, of course, almost impossible in a short space of a few paragraphs to dis- 
cuss the problem adequately ; but, nevertheless, I will try to the best of my ability. 

Economic forces are set in motion when an excessive supply of money or credit 
is seeking less than enough goods and services. At times, although not currently, 
a part of this excess supply of money may be caused by the Government spend- 
ing more than its income. It is an oversimplification to say that the most direct 
remedy for this type of situation is for the supply of money or credit to be re- 
stricted, for the deficit spending to end, and for the supply of goods and services 
to increase. 

Deficit spending and balancing budgets is a political matter involving many 
complex aspects of taxation, national defense, national welfare, and a host of 
other problems with respect to which observations of mine would be of little 
moment in the present situation. 

Likewise, I believe that everyone in Congress is familiar with the efforts of 
the Federal Reserve Board with respect to the supply of money and credit, which 
is its special function. 

On the other aspect of the. matter, the supply of goods, I, perhaps, can throw 
some light. 

It is common knowledge that what we as a nation produce is all we have 
to divide among ourselves, money being the medium of exchange with which we 
make the division. As workers, what we can buy with our pay, rather than 
the number of dollars, is the crux of the matter. 

We in steel can do something in the steel part of the general supply picture to 
increase the supply of steel. That our corporation and the steel industry has 
been doing. To do this requires savings from people who earn wages, savings 
from those who invest and receive dividends and interest, and savings in the 
form of income reinvested in the business by the corporation itself. For steel- 
making requires many costly furnaces, machines of great size, raw material de- 
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velopment at home and abroad, and many other extensive and expensive items 
of plant and equipment. Only from those savings can the great results which 
come from a fertile combination of men and machines be achieved. Only in this 
way can we increase the supply of goods and thus add to the total wealth of 
all of us, 

We in management can do our part in the training of manpower, securing 
better equipment, and many other things, all of which will improve what is 
commonly called productivity. This is really little more than a shorthand way 
of referring to constant product improvement and constant cost reduction. 

It is when we come to cost reduction that the shoe pinches. Because the largest 
costs of all which we must pay in the conduct of our business are employment 
costs—whether these costs relate directly to our employment cost or our 
suppliers. 

As we have demonstrated in the hearings by reference to our published figures, 
our corporation’s employment costs per hour have increased at the annual rate 
of 8.1 percent on the average for the past 17 years. Our total costs have risen 
during the same period at the rate of 8.8 percent. The best we can indicate for 
the improvement in output or productivity is between 2 and 3 percent. (Inciden- 
tally, a widely accepted figure for annual improvement of productivity nationally 
is closer to 2 percent. ) 

Holding in abeyance for a moment the alternates which Congress may have 
in this situation, as a corporation we have in the main just two alternatives, 
The first is to reduce cost as rapidly and effectively as we can. Mr. Hood has 
indicated in his statement some of the things we are trying to do about this, 
We believe that we have had some success. 

The second alternative for us is to increase prices. The consequences of not 
increasing prices within competitive limits has been shown in Mr. Tyson’s 
statement. 

We have done both these things in an attempt to overtake our rising costs. 
Our price increases have averaged 5.6 percent annually during this 17-year 
period. The difference between this and our cost increases has been made up 
with greater efficiency, primarily brought about by investment of savings. Put- 
ting it simply, our price increases have reflected primarily an inflation in our 
costs which we were unable to overcome with greater efficiency. 

While the figures will differ, other American businesses are in much the 
same situation. 

Now Congress clearly cannot correct the situation by legislating greater effi- 
ciency—by legislating a greater annual productivity. This is the job of each 
individual enterprise and can only be done individually. 

But can Congress do anything about the wage-cost increase aspect of the 
matter? This, I believe, is a thorny problem which is not of easy solution. 

I know that many believe that the greater the power of labor, and its control 
over costs, the more likely it is that there will be overreaching by labor of any 
productivity improvement. This, I think, is a matter for Congress to determine 
in its own way after hearing from all concerned. 

To avoid, however, giving a disproportionate share of the total product of an 
industry or of the country to labor, i of 2 things must happen: The first is nec- 
essary price increases, which have the effect of converting the money gains of 
labor into lesser gains in real wages. This results in the real wage increases 
more nearly approximately productivity gains. If this is done, capital invest- 
ment is less likely to be stifled and that investment, which is the only real 
source of improving the lot of everyone, including labor, will not dry up. 

The other alternative is to lessen the control labor has over increasing costs. 

What Congress can or wishes to do in this field is of course, a serious political 
question of great import. Congress is now investigating various phases of labor 
and will, of course, be in the best position to weigh the relationship between the 
existing forms of labor organizations and the bargaining power thus obtained. 
Against this it will also be able to weigh the many reasons advanced by advocates 
of large labor organizations for such form. It is, as before noted, a complex 
political and practical problem, the solution of which I do not attempt to forecast. 

But of this much I am confident. Congress cannot and should not attempt to 
solve the matter of wage pressures by enacting wage controls, whether or not 
accompanied by price controls. Such controls have accomplished relatively little 
even under the stress of national emergency and in my view would have no 
chance at all in peacetime. Nor would such controls be desirable in a vital, 
growing peacetime economy, which must have flexibility both for labor and indus- 
try if that economy is to remain healthy. 
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Attempts to control wages or prices or both of them would be the surest way yet 
devised to inject the virus of degradation and decay in the greatest industrial 
economy on the fact of the earth. 

This is not to say, however, that reducing the degree of inflation is a hopeless 
task. There are a number of ways to work at the matter productively. 

With the passing of the postwar period of shortages, it seems to me that natural 
pressures are beginning to make themselves felt in many segments of the 
economy and will constantly be more and more noticeable as a factor in slowing 
down general inflation. 

In the light of this subtle change in our economic picture the monetary policy 
of restraint on money and credit now being pursued by the Federal Reserve 
Board may have a constantly growing effect. To what extent that policy should 
be followed is, I believe, a matter to which Congress has been giving much atten- 
tion. I can suggest nothing to help the competent hands of those in charge of it. 

Additional evidence of this pressure against inflation, even the wage-cost 
type, is the catching up of more and more industries from a supply point of 
view. In the presence of a greater understanding by employers and unions and 
employees of the inflation spiral—an understanding we are earnestly trying to 
achieve in our own situation—this fact should also have an increasingly bene- 
ficial effect. 

A beneficial role which Congress can undertake is this. Although it is recog- 
nized that Congress has many political pressures upon it, nevertheless individual 
Members of Congress can consciously examine every proposal from this point 
of view : what effect will it have on the amount of savings and the investment of 
those savings in the sources of production from which comes our constantly 
improving output. 

If a given measure will increase savings, it is almost sure to increase pro- 
duction and productivity. If it does so, it is bound to decrease inflationary 
tendencies and at the same time improve the standard of living for everyone. 
If the measure adopted by Congress hurts savings, it cannot possibly help in the 
struggle against inflation. 

This constant look at savings is the most important contribution Congress 
can undertake, I believe, and it is a never-ending one affecting many of the 
measures which Congress is constantly making whether such measures relate 
to taxes, appropriations or almost anything else. 

A third, and I believe the most productive long-range measure which involves 
no legislation and in which each one of us can help, is this. Let us keep on 
trying the American way of telling the people and of having them understand. 
If they understand they will help, for after all they have the greatest stake. 
I believe that the people of this country have their own way of taking care of 
great national problems such as inflation. If they can understand it, the prob- 
lem is half solved. 

There are attached to this brief statement two other statements which are 
worthy of particular note. The first is a recent statement by Mr. George Meany, 
which recognizes the problem and I believe also at least portrays an attitude 
which if we all had it would help solve the matter. 

The second is the lead editorial from the Economist of July 20, 1957, which 
more clearly than I can do it discusses inflation, its causes and possible solu- 
tions. It also shows that other countries have much the same problem as we do. 

To sum it up, I believe that with increased productivity, greater production, 
more public understanding and with voluntary restraints on the part of all of 
us—employers, unions, consumers, and every important segment of our economy, 
the threat of inflation can, at the very least, be slowed down. 


Excerpt from address by George Meany, president, AFL-CIO, before the Chi- 
cago Federation of Labor and the Chicago Association of Commerce and Indus- 
try. July 9, 1957: 

“But let me point out to you that the real internal threat to our way of life 
lies perhaps in the subject mentioned a few moments ago by Mr. Block when 
he speaks of inflation, prices, wages. All of these things have to do with the 
maintenance of the American economy. And the real threat, the thing that the 
Russians have been looking fondly forward to for many years is the collapse 
of the free enterprise system. In fact, they have been preaching the idea to their 
students for many years that there must be a collapse in the American economy. 
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Their thinking is based upon two apparent weaknesses in our economy. First, 
the constant danger of inflation followed by deflation. Secondly, the clashing 
interests of management and labor. 

“These two problems are closely interrelated. In the very nature of the free 
enterprise system, production is geared to a basic incentive. On the one hand, 
capital and managment want more; on the other hand, labor wants more. Both 
want more constantly. These desires are natural and healthy and possible of 
attainment if pursued with commonsense and intelligent self-restraint. 

“As the dynamic economy of ours keeps going, it keeps growing and greater 
rewards are available for those who contribute to the processes of production, 
But labor cannot make progress at the expense of the rest of the economy and 
business cannot make progress at the expense of the rest of the economy. Neither 
can take out more than they put in. Let me put it another way. Labor can't 
put the fellow out of business who fills the pay envelope and then still have a 
filled pay envelope. The employer cannot overprice the customer beyond the 
customer’s means and still expect to have a customer. Both labor and manage. 
ment have a responsibility to each other, to the community, and to the Nation 
as a whole. Only through the exercise of such responsibility can be avoid the 
pitfalls of inflation and eliminate some of the labor-management conflicts which 
have plagued us in the past.” 


Taken from The Economist (London) of July 20, 1957. 


NON POSSUMUS? 


On Monday Mr. Thorneycroft hastened again to the microphone to explain 
what he did not mean by his warning words last week. There is, after all the 
flurry, no crisis; “Exports are rising, production is going up. There is a large 
volume of investment and a good outlook of a trade surplus with the rest of 
the world.” All this is true. Why, then, did the Chancellor of the Exchequer 
decide to sound the alarm last week? There may well be doubt about the wis- 
dom and the timing of the way he did it, but the answer is very simple. He 
was drawing attention, not to any present crisis, but to the continuing crisis 
of our times, the fall in the value of our money. 

Inflation is like sin. Everybody is against it, but it goes on. The only 
remarkable thing about the present public fuss over inflation—stirred up as it 
has been by the recent rash of price rises—is that it has taken the public so 
long to get to this point of apprehension. It is fair enough to ask the Chan- 
cellor, after his crying havoc last week, what he proposes to do to stop the rot, 
the Government, after all, controls not only the public purse but the supply of 
money in the public’s pockets as well. It is, however, altogether unfair not to 
recognize that any effective remedies that Mr. Thorneycroft might now propose 
are likely to be wildly unpopular among large sections of the community, including 
some of his most vehement critics. There are, in fact, two questions to be asked 
about any proposal to halt the chronic propensity to inflation. The first—‘*What 
will do the trick?’—is economic. The second—‘“Can it be done?”’—is political. 

The fall in the value of money is a simple fact, only too visible to every 
citizen and only too easy to grasp. The economist’s explanation of how it comes 
about is more complicated and full of nice distinctions. Even so, its gist can be 
simply put. There are, broadly, two kinds of inflation. There is the inflation 
that is caused by “too much money chasing too few goods,” that is, by excessive 
demands at existing prices for the goods and resources available; and there is 
the inflation caused when (above all) wage costs persistently and generally 
rise faster than output. In practice, of course, the distinction between “too 
much money” and “too much wages” as the cause of inflation cannot be pressed 
too far: in each case the consequence is a general rise in prices, either pulled up 
by excessive demands or pushed up by excessive costs; and the so-called cost in- 
flation could not continue if there were not enough money about to enable the 
ever-higher wages and the ever-higher prices to be paid. 

With this reservation, it is obviously useful, when looking for the appropriate 
remedies, to diagnose what variety of the inflationary infection has now to be 
treated. (One or the other has been with us, under all kinds of governments, 
almost continually since early in the Second World War.) There can be little 
argument about the guise in which the infection presents itself for treatment 
at this moment. It is cost inflation, and overwhelmingly the largest cause of it 
is the way in which the trade unions are exploiting the present strength of their 
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pargaining position; the Chancellor’s critics are, in effect, asking: What are you 
going to do about wages? It is not now, primarily, the pressure of total demand 
that sparks the present and prospective troubles. Two or three years ago it was 
different, then it seemed evident that the leading cause of the inflation, with 
the consequent climb in prices, distortion of production, diversion of resources, 
delays in trade, deficit in oversea payments and drain on the reserves, was 
excessive demand. And the Government set out to contain the demand inflation 
by making money dearer and scarcer. Some will say that the tight money policy 
has been disappointingly slow and partial in its effects—not surprisingly when 
the public sector of the economy is so large and, relatively, so undisciplined 
financially. But the fact is that the policy has succeeded in its main objective; 
to check the growth in demand and safeguard the balance of payments. 

The volume of demand in Britain has not in fact inereased at all, until now, 
in the last 2 years. But in consequence, after rising by about 4 to 5 percent a 
year until mid-1955, industrial production has, until now, not increased—even 
though investment in the capacity to produce has grown all the time. This is 
the price that has been paid, and the argument for constraining demand still fur- 
ther, in order to hold back inflation, is not, on these facts at any rate, strong. 
Indeed, it is hard to believe that this country can either escape from its dilemmas 
or seize its modern technical opportunities by putting a permanent ceiling upon 
its output. It is practically, as well as theoretically, true that the only con- 
structive way out of the impasse is by producing to the top of our bent. But 
the vital rider to this truism is that cost and prices shall not outstrip, as they 
are outstripping, our rate of production. Cost (or wage) inflation is plainly the 
present foe. 

This is by no means yet out of bounds; but it is becoming, and will become, 
still more apparent. Last year, while industrial production did not rise at all, 
personal incomes rose by some 7 percent; and under the pressure of wage in- 
ereases we look like having at least that degree of cost inflation this year. More- 
over, Britain achieved last year what, in view of these wage increases, was a 
relative stability of prices (the cost of living has risen by only 3 percent in 
the past year, and 2 percent of this has come in the last 2 months). The reason 
for this halt was that, with relatively slack demand for their products, indus- 
trialists have been absorbing some of the wage increases by a cut in their profit 
margins. They are not likely to go on doing this much longer. The post office, 
as well as other public and private bodies, seem inclined, in determining their in- 
evitably higher charges, to discount the future, as well as the present, inflation 
in costs. The reason for this trend is that demand is already beginning to pick 
up. The seasonally adjusted index of industrial production was about 1% per- 
cent higher in April than in January; and in the absence of fresh restraints in 
demand, industrial production by the end of the year might be expected to be 
running 4 to 5 percent higher than at the beginning. Even then demand would 
be no more than half way back to what should be, after recent investment, our 
full capacity to produce. But the brutal question must be: at what cost is 
expansion possible in terms of prices at home and, competitively, abroad. 

What can the Government do about wages? The question, it should be re- 
peated, is even more political than it is economic. It has to be put to public 
opinion, and particularly to the trade unions, at least as bluntly as to Mr. 
Thorneycroft and his colleagues. The choices, at any rate, can and should be 
stated. The first and most desirable—but on the present showing of, say, Mr. 
Cousins’ utterances, the least likely—is the complete revolution of thought in 
the trade unions that would put production, earnings and the workers’ real 
income before the unending, and unsatisfying, race for larger money wages. It is 
presumably in pursuit of the hope of influencing union members (not necessarily 
union leaders) toward this course that Mr. Thorneycroft and Mr. MacLeod are 
still pressing the project for an impartial—and trusted—body to hand down the 
tablets of economic truth. They are right at any rate in assuming that, when 
the pinch of continued inflation at last does outweigh the meretricious gains of 
overfull employment and stuffed pay packets, it is the climate of public opinion 
that will be decisive. 


The second choice, too, depends upon public opinion. It is to refuse wage 
demands where they should not be afforded, and first of all in those nationalized 
undertakings that are overmanned and in deficit—and where, in one way or 
another, the easy way out is to find the money and pass on the cost. It means 
being willing, if need be, to stand up to strikes instead of buying them off. And 
the third and harshest choice, which goes to the heart of the economics of infla- 
tion, is to make it possible, even at the cost of continuing to rein in the economy 
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and at the risk of disproportionate unemployment, for employers, whether public 
or private, to find the money to meet extravagant claims and pass on their cost, 

The Chancellor can justly ask which one or more of these remedies his critics, 
and his followers, want. Central control of wages is surely ruled out; and price 
control is no remedy at all. Both he and they know perfectly well where the 
real interests of every section of the community lie: in a high-producing and 
high-earning economy, unimpeded by inflation of any sort; in a steady increase 
of output and productivity, with earnings and profits, investment and (indis- 
pensably) savings, going up in, and not out of, step. The Government cannot 
escape the responsibility of leadership. But the remedy cannot simply be im- 
posed. This country and its people face great opportunities. Those of every 
class and doctrine who will the end of ridding this country at last of the blight 
of inflation must themselves will the means. Or are we to say that we cannot 
help ourselves? 


ExcerPts RELATING TO STEEL PRICE CHANGES JULY 1, 1956—May 31, 1957* 


July 5, 1956 
“Two-week-old strike cuts production, predicts added labor cost of 20 cents an 
hour in settlement which should bring an $8-a-ton price increase (p. 123). 


Composite price 





| 
This week Week ago Month ago| Year ago 
| | } 


Finished steel 5. $5. 179 $5. 179 


Pig iron 50. 2¢ 60. 29 60. 29 
IG de, ho os den odaseasonpeienesa . 83 44, 83 45. 83 


July 12, 1956 

“A few days after the strike began, some consumers got hit with higher steel 
prices—an inkling of what will happen to all metal-working after the settlement. 
Producers who had agreed to make their contract changes retroactive to July 1 
boosted their prices $8 to $9 per ton” (p.31). 

“First wave of increases hits—Some operating (not strike bound) plants 
made advances to cover retroactive wage contracts. 

“Upward revisions all along the line—bars, billets, sheet, and strip, stainless 
products, wire, pig iron, wrought iron. 

“Alan Wood advanced strip and sheet $8 per ton and plate $9 per ton. Cop- 
perweld moved bars up $10 per ton. Milton Steel Products Division (Merritt- 
Chapman & Scott Corp.) hiked carbon and reinforcing bars $9 per ton. 

“In Midwest, Wise Steel Co. put thru flat $0.25 per hundred weight increase— 
Detroit Steel announced new prices $12 per ton higher on strip, sheet, and wire. 

“Two eastern producers Washington Steel Corp. and Jessop Steel moved sheet 
and strip up 8 percent of net price. 

“Green River Steel increased carbon and alloy forging billets $12 per ton. 

“And others of same degree,” (p. 130). 

No change in composite prices. 

July 19, 1956 

(Prices at warehouse level revised upward in light of steel shortage of 3-week 
strike ; varied, but idea from those revisions at Detroit. ) 

Hot-rolled sheets plus $10 per ton. 

Cold-rolled sheets plus $5 per ton. 

Hot-rolled strip plus $10 per ton. 

Hot-rolled plate plus $10 per ton. 

Stan Structural Shapes plus $7 per ton. 

Hot-rolled bars plus $10 per ton. 

Alloy bars plus $10 to $18 per ton. 

“United States Steel still operating 8 out of 16 warehouses. 

“Kaiser ups prices depending on product, $9 per ton for plates, structurals, 
hot-rolled sheets, strip and carbon bars. They also expect to further increase 
prices depending on wage settlement. 


1 Source: Iron Age, unless otherwise noted. 
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“Joseph T. Ryerson & Son, Inc., issued interim price changes pending settle- 
ment of steel strike—‘to compensate for any increase in wage rates and indirect 
penefits. Base prices increased $10 per ton on hot-rolled carbon bars, hot-rolled 
plates, safety plates, structural shapes, hot rolled sheets, hot rolled strip, cold 
finished carbon bars, alloy bars (hot rolled), alloy bars (cold finished) etc.” 

. 168). 

Pemcposite prices: Serap up to $46.50 from $44.83—no other changes. 
July 25, 1956 

Magazine reports that union economic report states that management denies 
price gouging alleges misrepresentations and distortions in the report. Steel 
drums up public support for its offer. 

Price increases reported by operating companies : 

Greer Steel Co. raised cold-rolled strip and electrogalvanized steel, $12 per ton. 

Acme Steel raised hot-rolled strip sheets, and plates $3.50 per ton and cold- 
rolled strip $12 per ton. 

Jones & Laughlins’ container division announced a 5-percent increase in the 
price of steel drums, effect July 23. 

Serap prices climb. 

Composite prices: Pig iron down to $61.86 from previous week’s $60.61—scrap 
up to $49.50 from $46.50 previous. No other changes. 

August 2, 1956 

Union settles for $0.203 in first year. Cost to industry of strike estimated at 
$250 million out-of-pocket costs plus $85 million profit loss ($335 million)— 
loss to union of $250 million in lost wages. 

“Price increases, an indication of things to come, also made news this 
week * * .” 

Calstrip Steel Corp., Los Angeles, raised low carbon, cold rolled strip steel 
by $12 per ton. 

Wickwire Spencer steel division, Colorado Fuel & Iron Corp. and Tonawanda 
iron division raised pig-iron prices $250 per ton. Shenango Furnace Co. an- 
nounced a price increase of $2.50 per ton for pig iron. 

Composite prices: Scrap up to $52.67 per gross ton from $49.50. No other 
change. 


August 9, 1956 


“Blough [United States Steel] sees labor settlement as increasing labur costs 
7.6 percent in first year after noting record first-half 1956 earnings for United 
States Steel.” (p. 38.) 

Mill increases after labor settlement average $8.50 per ton, “increase of 6.25 
percent compares with employment cost rise of approximately 7.6 percent. Gives 
item by item change in price,” (p. 123). 

Composite prices : 

Finished steel, base 1 cent pound, up to $5.619 from $5.179. 
Pig iron, up to $62.95 from $61.36 (gross ton). 
Scrap, up to $55.50 from $52.67 per gross ton. 

Average prices up: 

Hot-rolled sheet, to $4.51 from $4.325. 
Cold-rolled sheets to $5.431 from $5.325. 
Hot-rolled strip to $4.469 from $4.325. 
Cold-rolled strip to $6.34 from $6.28. 
Plate to $4.61 from $4.52. 

Merchant bars to $4.825 from $4.65. 
Structural shapes to $4.87 from $4.60. 
Heavy rails to $4.90 from $4.725. 
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August 16, 1956 
Steel ingot production approaches prestrike levels. Tidal wave of price 
changes following earlier lead of USS. 
Composite prices: 
Finished steel, base, up to $5.597 (5.622 revised) from $5.374. 
Pig iron (gross ton) up to $63.15 from $62. 95. 
Scrap (gross ton) up to $56.83 from $55.50. 
Specific average price (p. 149) : 
Hot-rolled sheets up to $4.675 from $4.71. 
Cold-rolled sheets up to $5.75 from $5.431. 
Galvanized sheets up to $6.30 from $5.85. 
Hot-rolled strip up to $4.668 from $4.469. 
Cold-rolled strip up to $6.883 from $6.34. 
Plate up to $4.87 from $4.61, 
Plates, wrought iron, no change. 
Stainless, C-R strip (802), up to $47.50 from $44.50. 
Tinplate, no change. 
Merchant bars up to $5.075 from $4.825. 
Cold tinished bars up to $6.85 from $5.90. 
Alloy bars up to $6.125 from $5.65. 
Structural shapes up to $5.00 from $4.87. 
Stainless bars (no. 302) up to $40.75 from $38.25. 
Wire, bright up to $7.20 from $6.60. 
Rails: 
Heavy up to $5.075 from $4.90. 
Light up to $6.00 from $5.65. 
Rerolling billets up to $74.00 from $68.50, 
Slabs, rerolling up to $74.00 from $68.50. 
Forging billets up to $91.50 from $84.50. 
Alloy, blooms, billets slabs up to $107.00 from $96.00. 
Wire rod and skelp: 
One lb. 
Wire Rods up to $5.80 from $5.025. 
Skelp up to $4.225. 


August 23, 1956 


“Warehouses raise prices in line with mill increases ‘typical increase’ (by 
Ryerson) (in 1 cent pound). Structural shapes 8.84; hot-rolled bars (merchant) 
8.93; hot-rolled bars (special quality) 9.48; hot-rolled strip 8.91; hot-rolled plates 
8.88; hot-rolled sheets 8.45; cold-rolled sheets 9.63; cold-rolled bars 10.71.” 

Average prices (only the changes listed) : 

Hot-rolled strip up to $4.669 from $4.668. 
Cold-rolled strip down to $6.870 from $6.883. 
Composite prices: 
Scrap, up to $57.50 from $56.83. 
No other changes. 
August 30, 1956 

(Tight market for fourth quarter seen building up depending on auto steel 
demand.) 

Average prices: No changes. 

Composite prices: 

Pig iron, down to $63.04 from $63,15. 
Scrap, up to $58.17 from $57.50. 


PRICE CHANGES AFTER AUGUST 30 


(No average or composite changes unless noted.) 
September 13, 1956 


USS raised mill price bases for electrolytic and hot-dipped tinplate, black 
plate, and terne plate for the period November 1 through April 29, 1957. It 
represents an increase of 10 cents per base box. 

Climax Molybdenum Co. announced that average molybdenum-base alloy 
prices were reduced by approximately 30 percent. 


October 4, 1956 


“Republic Steel anounces increases on heavy electrolytic tinplate from $6.975 
to $7.425 per hundred pounds, effective September 28” (p. 144). 
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October 11, 1956 


“Issue of Iron Age cites ‘cost squeeze’ being put on steel by coal wage raises ; 
anticipates $6 to $7 per ton increase in steel prices before July, 1957” (p. 151). 

Bethlehem and Republic announce 10 cents per base box inerease in electro- 
lytic tin. 


October 25, 1956 
All companies increase merchant wire prices. 
November 1, 1956 


“Poses possibility of rise in steel price extras before base price rise in July; 
the reason given is the increased raw materials costs, scrap, and coal” (p. 135). 


December 6, 1956 


“Special report article in Iron Age sees increase in extras perhaps to as much 
as added $3 per ton. Reasons: (1) rise in cost of scrap ($2 per ton or up to 
$46.33 from $44.83) ; (2) anticipated rise in freight rates (15 percent) ; (3) coal 
(up 35 to 40 cents per ton or $0.40 cost per ton steel) ; (4) wage rise anticipated 
(3 cents per hour on January 1 due to CL rise). Total increase cost per ton of 
steel production—$5 per ton.” 


December 13, 1956 


“Allegheny Ludlum Steel Corp, announces base price increases on nickel- 
bearing stainless steels. Scrap prices finally stead down at $65.7 per ton.” 


December 20, 1956 


“Scrap down to $64.50 per ton but steel prices begin to move up (re above move 
of stainless steel) with latest increases being in sheet extras (both hot and cold 
rolled) extent of raise : 

“Armco, 3 percent. 

“Jones Laughlin, 3 percent. 

“Ferroalloy producer, Electro-Metalurgical Co. (Union Carbide) raises extras 
a weighted average of 5% percent.” 


December 27, 1956 


“USS joins other producers in increasing extras on stainless—by $15—$120 per 
ton. Also revised extras on carbon and low-alloy-high-strength steel sheets” 
(p. 82). 


January 10, 1957 


“Steel prices moving up (in face of slack auto steel demand).” No extensive 
changes in extras. Scrap prices fall $3 per ton. Inland Steel increases base price 
on flange ends $5 per ton. 

New extras: 

1. J. & L.—Size and section extras for structural shapes. Standard channels 
and junior beams up $4 per ton, and standard angles up from $2 to $8 per ton. 
Also changed quantity extras for cold-finished carbon steel bars and shafting 
on all specifications less than 40,000 pounds. New extras range from $5.50 for 
less than 300 pounds to 5 cents for 20,000 to 39,999 pounds. 

2. Inland.—New extras charges on structural shapes and plates increasing 
delivered prices on these items by 5 percent. 

3. Youngstown Sheet & Tube.—Increased extras on plates of both carbon and 
Yaloy high strength steels. Adjustments range from $1 to $7 per ton for extra 
requirements in thickness, width, quality, specification, and chemical content. 
Also, upward revisions in extras for h-r strip in carbon and Yaloy steel prod- 
ucts. Increases here are within a $1 to $4 per ton range. 

4. Lukens.—5 percent increase in h-r carbon plate extras. 

5. Phoenix Iron & Steel Co.—An increase of about 5 percent in extras on plates 
and structural shapes. 

6. Bethlehem.—Extra increases in h-r carbon steel shapes, both wide flange and 
standard and h-r carbon steel plates. 


January 17, 1957 
“Kaiser announces base price increase averaging around $1 per ton on west 
coast. 


“Allegheny Ludlum raised the base price on the firm’s special high nickel elec- 
trical alloys. Also it announced changes in size extras on ¢-r electrical alloy steel 
Strip, coils, and cut lengths. 


“Youngstown Sheet & Tube (effective January 12) advanced alloy grade 
extras. 


“J.& L. revised extras on h-r plate and floor plate.” 
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January 24, 1957 

“Market softens as auto purchases of steel fail to materialize yet increase ip 
extras continues. USS revises extras list for carbon and low-alloy-high-strength 
structural shapes and plates. 

Joseph T. Ryerson & Son have announced new warehouse prices. New base 
prices for copper clad strip are reported by Superior Steel Corp. 

Youngstown Sheet & Tube Co. increases base prices on electric weld and seam- 
less line pipe. Revisions of extras for hot-rolled strip were made by Wisconsin 
Steel Division, J. & L., and by Atlantic Steel Co. 


January 31, 1957 


J. & L. increases extras on 14-inch OD seamless pipe—warehouse price increases 
average about 3.4 percent (reflecting increased mill prices). 
February 14, 1957 

Composite steel price finally rises, from 5.622 to 5.650 per pound, reflecting 
mainly USS base price increase. 

Base price increases averaged 314 percent, effective February 9, for seamless, 

“Article attributes easing of demand in the sheet and strip markets to sea- 
sonal decline. On next page the continuing price increases are noted, both base 
prices and extras (p.175). USS took the lead. 

Base price increases averaging 3% percent effective February 19 were an- 
nounced by National Tube Division on seamless standard and line pipe (2 to 12 
inches) ; for all sizes of butt weld pipe; oil country casing, tubing, and drill pipe; 
and carbon seamless mechanical and pressure tubing. 

For seamless and electric weld line pipe, the increases averaged $9 per ton, 
For butt weld pipe, the boosts ranged from $4.50 to $6.50 per ton. 

Price extras were increased on carbon hot-rolled bars, concrete reinforcing 
bars, tube rounds, skelp, rerolling and forging semifinished steel, rods, wire, 
and alloy products. 

The extra changes amounted to an increase of nearly 4 percent on the basis 
of total selling price, including base price and extras. 

The iatest increase in extras just about completes the upward trend that 
began in December when the mills took the first step toward offsetting rising raw 
material and production costs. Earlier increases involved extras on sheets and 
strip, plates, and structurals. 

Average prices : No changes (?). 

Composite prices : 

Finished steel, base, up to 5.650 from 5.622. 
Pig iron, no change (about $62.90 per ton). 
Scrap, down to $53.33 from $53.83 per ton. 


February 21,1957 
“Gives base plus extra prices after changes since August 1956” (p. 57). 


| i 
Increase |} Old price Increase 





1 
Old price 
Product |} (base and | per ton | Product (base and per ton 
| extras) | extras) 
iam I eid —beetoraetns 
ta a cat $120.00 | $6.00 || Hot-rolled bars $124. 00 $4. 00 
Hot-rolled sheet 123. 00 3. 50 Cold-rolled bars 202. 00 5. 00 
Hot-rolled strip | 137. 00 | 4. 00 | Structural 113. 50 4. 00 
Cold-rolled strip- 139. 50 | 4.25 || Stainless 1, 229. 00 50. 00 
WO)... Jookl 206. 00 6.00 || Wire 167. 00 5. 00 
Enameling iron.____.-_-- 161. 00 5.00 |} Alloy 261. 00 10. 00 


Galvanized Kan dsl 167. 00 5.00 | 


“Above are estimates of large manufacturing company. Figures include extra 
base price increases since last general price increase in 1956.” 

Note this quote from a steel consumer : 

“A major welding equipment and supply company complained about the paper- 
work involved in figuring the new extras: 

“T have an inch-high pile of these steel price revisions on extras from steel com- 
panies. It would take a Philadelphia lawyer to figure out just where we are. 
Half my time is now spent in seeing to the proper filing of revised price sheets. 
It would be far simpler for us if they would just raise the base price instead of 
pushing up the extras to avoid publicity,” (pp. 57-58). 
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Estimates of February increase magnitude: 

1, Eight major users in Midwest figure the boost percentagewise in a range of 
4.25 percent to 10.3 percent. On the basis of Iron Age composite price this would 
pe $4.90 to $11.50 per ton. 

2. Northeastern consumers estimate the average increase at 10-11 percent. 

The increases largely reflect upward revision of steel price extras. But base 
prices were up on seamless standard and linepipe, buttweld pipe, oil country cas- 
ing, tubing and drill pipe; carbon seamless mechanical and pressure tubing, and 
stainless steel. 

Magazine notes in articles entitled “Steel Outlook” (p. 135 same issue as above) 
the shift from seller’s to a buyer’s market for most steel products. Tie-in sales 
enter the act as “mills are using hard-to-get products as a means of drumming up 
orders for items in easier supply. . 

Structural and heavy plates still tight, light sheets loose, bars the midpoint be- 
tween the other two. 

Composite prices: Finished steel, base, up to 5.661 from 5.650 (reflecting United 
States Steel and Bethlehem buttweld pipe price rise), no other changes. 


February 28, 1957 


Market outlook notes declining demand (especially for sheet—auto industry) 
but disparages “prophets of doom”—on next page, more price increases are noted 
as spring steel and wire prices go up, although the price of scrap falls further. 

Cold rolled spring steel base price increases of $14 per ton have been made by 
American Steel & Wire division, United States Steel, by Superior Steel Corp., 
Crucible Steel Co., and Acme Steel Co. Eastern producers raising prices were 
Thompson Wire Co., Newman Crosby Steel Co., John A. Roebling & Sons Co., 
Wallingford Steel Co., and Wallace Barnes Steel Division. Earlier announce- 
ments of similar price increases came from Dearborn Division, Sharon Steel 
Corp., and from Detroil Steel Corp. (New York). 

Other products’ prices rise also. Seamless boiler tube increased by National 
Tube Division, United States Steel, and by Babcock & Wilcox. New base prices 
and extra charges came on some types of wire products from Pittsburgh Steel and 
Jones & Laughlin products affected include regular ga!vanized wire, high carbon, 
special purpose wire, and wire rods. 

Base price increases reached another product category, rail and track acces- 
sories, when Bethlehem Steel announced increases averaging about 4 percent 
of the selling price of the products. Effective February 26, the new prices in cents 
per pound are as follows: Standard tee rails 5.275, joint bars 6.60, tie plates 
6.275, light tee rails 6.25, and guider rails 6.80. 

Iron Age comments on above “apparently the facts that a buyer’s market exists 
in some steel products isn’t discouraging price hikes. It’s more than offset by 
the pressure of rising production costs (which ones? DJO—scrap fell another 
$1.16 per ton the same week).” Even products in easy supply, like buttweld pipe, 
are not immune to price rises (p. 116). 

Average prices: Rails (per 100 pound): Heavy, up to $5.075—$5.075 from 
$5.075 ; light, up to $6—$6.25 from $6. 

Composite prices : 

Finished steel (cents per pound), up to 5.663 from 5.661. 
Scrap (gross ton), down to $52.17 from $53.33. 


March 7, 1957 


One article (p. 86) notes stimulus in wire market as auguring well for all 
steel product markets. In Market Outlook it is noted that “steel mills resort 
to the hard sell” as prices (composite) rise again. Pig iron prices jump $2 per 
ton because of “higher costs.” Steel products which rose and brought steel com- 
posite price up were those on rail and track accessories, as United States Steel 
and Republic followed Bethlehem’s lead (see above). Also United States Steel 
Export Co. advanced export base prices on standard rails, light rails, joint bars 
and tie plates. Youngstown Sheet & Tube has increased alloy grade extras on 
cold finished alloy steel bars. 

Average prices: Rails (per 100 pound): Heavy, up to $5.275 from $5.075- 
$5.275 ; light, up to $6.25 from $6-$6.25. 

Composite prices : 

Finished steel, base, up to 5.670 from 5.6638. 
Pig iron (per ton), up to $64 from $62.90. 
Scrap, down to $50.50 from $52.17. 
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March 14, 1957 


One article notes change in percent of steel consumed by various industries 
especially that the auto industry falls to second place for the first time since 
World War II. 


Percentage of total 
Industry breakdown of users 


1951 1952 1953 1954 


Agriculture ..6 6.5. <i... 4.3 16 4. 07 3. 18 3. 83 
Aircraft _- aiids oben ; . 21 . 23 . 23 15 
Automotive - 21. | . 36 |- 17.99 20. 59 20, 52 
Construction and maintenance .& . 98 17. 28 17. 75 20. 44 
Containers 7 | @e 9.18 9.15 8.45 .18 
Machinery, tools. - ei ae ‘ . OF 8. 92 9. 02 9.12 
Oil, gas, water, mining. __- 9. 16 8. 54 8. 78 8. 98 9. 65 
Pressing, forming, stamping 3. 5. 85 5.35 6. 23 
Railroads. . __- : : 3. 6 8.32 6.73 6. 80 
Shipbuilding... bees wae 4 . 25 1.70 1, 22 . 87 
Exports_. era daa tl . etc | $3.85} 3.89 5. 39 3.74 
All others__._______- : | 13. 2g 3.40 | 14.34] 13.71 


ee ee 
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(Market Outlook notes ease in all steel product markets except heavy plate and 
tinplate (p. 185). On the next page the price increase in tinplate is recorded, 
under lead of United States Steel tinplate products go up $7.70 per ton. Also, 
prices on merchant wire are increased. This tinplate increase is the second in 
6 months, went up $2 per ton on November 1, average increase is 412 percent, 
35 cents per base box; size extras also went up $3 per ton. Other producers to 
follow lead. Merchant wire, annealed and galvanized, advanced $5 per ton and 
$8 per ton respectively. ) 

No changes in average prices. 

Composite prices : 

Scrap, down to $49.50 from $50.50. 
Pig iron, up to $64.68 from $64.00. 
No other changes. 


March 28, 1957 

Notes steel production hitting April low. Only price change is by Republic 
on some grades of lower alloy, high strength sheet, strip, plate and bars, all 
increases, to 6.275 for sheet and strip, 6.60 for plate, and 6.575 for bars. 

Average prices : no changes. 

Composite prices : Scrap, down to $45.83 from $48.17. 
April 4, 1957 

No price changes, either on extras or base prices. Magazine notes general 
doldrums of steel market. 

Scrap falls again : Down to $44.17 from $45.83. 
April 11, 1957 

Formerly firm structural market eases. Oil and gas markets hold up (pipe). 
Only price changes is further fall in scrap prices to $42.67 from $44.17. 
April 18, 1957 

Notes ingot output to fall for the first time in over 2 years to below 90 percent. 
Only markets holding up are for heavy products, plate, shapes, pipe. 

No price change except scrap which falls to $42.17 from $42.67. 
April 25, 1957 

Notes impending price increase with wage increase on July 1, estimates $5, 
7 per ton increase. No price changes. 
May 2, 1957 

No price changes except scrap, which rose to $42.83 from $42.17. 
May 9, 1957 

Articles on anticipated steel price rise, revises estimate upwards from $)-7 per 
ton to $8.50 per ton; must meet higher costs. Yet same article notes percent 
increase in earnings of major companies over 1956 (first quarter) : 
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Earnings since first quarter 1956 

Percent 
United States Steel .9 Wheeling 
Bethlehem .8 Crucible 
Republic .0 Pitt Steel 
Jones & Laughlin .4 Granite City 
National .3 MeClouth 
Youngstown . Barium 
Inland .8 Allegheny Ludlum 
Colorado Fuel & Iron .8 


No price changes except scrap, up to $44.17 from $42.83. 


{From Steel magazine, July 8, 1957] 
STEEL PRICE STABILITY SEEN 


Increase later in extras, such as we had last year, is unlikely. 
Some of the boost in extras several months ago anticipated present 
rise in operating costs. 


Will the latest rise in base prices of steel be followed by substantial increases 
in price extras? 

Answer.—Probably not. 

This means that the new price level has a good chance of holding until next 
July when the steelworkers get another automatic wage increase under their 
3-year labor contract, which runs until June 30, 1959. 

Why.—Some of the substantial increase in price extras several months ago was 
in anticipation of the July 1, 1957, increase in operating costs. 

Inflationary.—Although steel prices are likely to hold steady for the next 12 
months, the latest advance in them and steelworkers’ wages will fan the fires 
of inflation. The steel industry is so basic in our economy that its wage and 
price moves exert a vast influence upon all other wages and prices. 

Many metalworking companies, already caught in a cost-profit squeeze, will 
have no alternative but to pass on the added costs. 

Producers of fabricated steel products are marking up prices, but not without 
misgivings. Wire and strip product makers, notably automotive suppliers, are 
concerned. They figure closely to get confracts. 

Victims.—Shops fabricating heavier steel products, such as structurals and 
plates, already have booked relatively long-term contracts that do not have esca- 
lator clauses, without fully charging for the higher cost of steel. Many have 
labor contracts which will follow the basic steel pattern. 

Last summer, steel base prices went up an average of $8.50 a ton, an amount 
that the industry said was inadequate. That increase caused a 10-point rise in 
the finished steel price index of the United States Bureau of Labor Statistics. 
December saw the start of a rise in price extras that pushed the BLS index up 
another 6 points. 

The latest increase in base prices (averaging $6 a ton) will raise the BLS index 
about 7 points. 

Restraining factors.—Working against a hike in extras before next July are: 
(1) The profit squeeze being experienced by metal users; (2) public reaction 
to the steel price increase. 

The increase averaged $6 a ton, just as Steel predicted (see March 25, p. 147 
and June 24, p. 73). First to announce was United States Steel Corp., which 
is the pace setter in pricing because it is the largest producer. 

United States Steel’s increases, all in base prices, were effective at 12: 01 a. m. 
on July 1. 

While the increases averaged $6, they varied from $3 to $16 a ton on the more 
common forms. 
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Price increases on selected steel products 
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Competition recognized.—Showing that competitive factors were considered, th 
the price of nails was not raised as much as that of staples. Both items had 
borne the same price tag, which at most production points was 164 columns 
(equal to about $164 a ton). At these points, the price of nails was raised only sh 
9 columns, while staples went up 11. Nails produced in the United States have in 
had strong competition from lower priced imports. Jt 

While steel prices went up, pig iron prices remained unchanged. (They rose 
$2 a ton last March.) su 

Added cost.—The latest increase in steel prices will add about $250 million to sv 
steel buyers’ bills the rest of this year. (For the added cost of steel in several 
products, see the illustration on p. 55.) 

This is the sixth consecutive year of steel price hikes—each one being triggered _ 
by a wage increase to steelworkers. 

Wages versus prices.—In announcing increases, Clifford F. Hood, United States 
Steel president, said they average about 4 percent on carbon and alloy steel, _ 
Wage increase effective July 1 pushed United States Steel’s employment costs up In 
about 6 percent to a record high, he pointed out. 

While the July 1 rise in wages will vary from company to company, Stee 
figures that the cost to a typical steelmaker is 17.1 cents an hour. The break- 
down: 8.7 cents in employment costs resulting from the hourly increase of 7 cents; 

1.7 on increments; 0.4 in holiday pay; 2.3 for Sunday premium; and 4.0 in cost . 
of living. 

Record hourly rate-—“The new pay adjustments,” Mr. Hood added, ‘bring the 
corporation’s average hourly employment cost for wage employees in steel pro- 
duction to about $3.52 an hour, a record high.” F 

Pay increases effective at the beginning of this month include: 

1. A general increase of 7 cents an hour for hourly rated employees, plus 02 
cent in the differential (6.3 cents an hour) between each of the steelworkers, 32 
job classifications. 

2. A cost-of-living increase of 4 cents an hour for hourly rated employees. I 


(This brings to 7 cents an hour the total cost-of-living adjustments in the first 
year of the 3-year labor contract.) 

8. An increase to 114 times in the regular rate of pay for nonovertime work 
on Sunday. It was 1%o times. 

4. An increase to double time and ‘4oth, from double time, for work on any of 
seven specified holidays. 

In addition to those hikes, other increases resulted from similar and simultane 
ous adjustments in pay of salaried employees. 

The increases in wages and salaries, Mr. Hood pointed out, also will cost the 
steel industry more for pensions and social security taxes. 

Reluctant followers.—Other steel producers followed the price advancement 
pattern set by United States Steel, but some were saying the increase was in- 
sufficient to cover additional costs. 


{From Steel magazine, July 8, 1957] 


INFLATION: A BAstIc PART OF THE ECONOMY 





Inflation is becoming as inevitable as death and taxes, despite all the talk 
and anti-inflation measures emanating from Washington and the Nation’s bank- 
ing centers the last year or two. The “inevitable” got a “hefty” boost last week 
when the steelworkers got their scheduled wage increase, and steel companies 
lifted prices to cover the added costs. 
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Within 2 months after the steel producers hiked prices an average of $8.50 
a ton to cover increased wages last year, the all commodities section of the Bureau 
of Labor’s Statistics’ Wholesale Price Index jumped 1.5 percentage points. This 
year’s average increase of only $6 a ton (see p. 53) might indicate a somewhat 
smaller increase in the index. But a careful examination of the facts indicates 
it eould be more. 

Case for increase.—Competition has forced many durable goods producers to 
hold the line on prices since late 1956. Even though increased extras boosted 
steel priees another $5 a ton around the turn of the year, little if any of this was 
passed on by users of steel. Evidence: In January, the BLS index for machinery 
and motive products was 148.9 (1947-49=100) ; in May, it was 145.0. 

Rising material costs have put the squeeze on profits. Many metalworking 
companies feel they have absorbed about all they can and must now pass on all 
the steel price increase. 

Testimony.—Some comments so far: 

Donn D. Greenshields, president, Pittsburgh Screw & Bolt Corp., Pittsburgh: 
“We're going to have to pass it allon. We're being hit both ways—the steel price 
increase and an (automatic) increased labor cost of 20 or 21 cents an hour on 
July 1.” 

Wade N. Harris, president, Midland Steel Products Co., Cleveland: “Parts 
suppliers to the automobile industry cannot absorb the higher costs and, as a re- 
sult, will have to increase prices.” 


Barometers of business 


Latest Prior week Year ago 
period ! 


Industry: 

Steel ingot production (1,000 net tons) 2 3 2, 024 | 302 

Electric power distributed (million kilowatt-hours , 3 12, 000 12, 337 11, 498 

Bituminous coal output (1,000 tons) 310, 275 10, 300 10, 138 

Petroleum production (daily average, 1,000 barrels) 37, 200 7, 237 7, 034 

Construction volume (EN R—millions $330. 1 $370.8 $415.9 

Auto, truck output, United States, Canada (Ward’s) 3 157, 399 151, 151 | 135, 000 
Trade: 

Freight car loadings (1,000 cars) 3745 747 | 650 

Business failures (Dun & Bradstreet) 241 265 245 

Currency in circulation (millions) 4 $30, 849 | $30, 904 $30, 485 

Department store sales (changes from year ago) * (percent) +9 |} -2 +6 
Finance: 

Bank clearings (Dun & Bradstreet, millions) 

Federal gross debt (billions) 

Bond volume, NYSE (millions) 

Stocks sales, NYSE (thousands of shares) 

Loans and investments (billions 

U. 8. Government obligations held (billions 
Prices: 
Steel’s finished steel price index 6 i 228. 5¢ 228. 59 | 210. 45 
Steel’s nonferrous metal price index ” 218. 218. 2 275.7 
All commodities § 117.3 113.8 
Commodities other than farm and foods § 25. 2 125.3 121.4 


$24, 253 $23, 358 
$274. 5 $272. 3 
$24.1 | $14. 1 
10, 903 9, 000 
$86. 6 $86. 3 
$25.7 $27.1 


Imma h 


1 Dates on request. 

2 Weekly capacities, net tons: 1957, 2,559,490; 1956, 2,461,893. 

3 Preliminary. 

4 Federal Reserve Board. 

5 Member banks, Federal Reserve System, 

6 1935-39= 100. 

T 1936-39= 100, 

§ Bureau of Labor Statistics Index, 1947-49= 100. 

Westinghouse Electric Corp.’s Steam division, Essington, Pa., boosted prices on 
July 5 from 5 to 10 percent on steam and gas turbines. The cost of steel, other 
materials and production all have moved up, the company explains. 

Many steel users, like Pittsburgh Screw & Bolt, are faced with automatic labor 
cost increases this year, which will place further pressure on them. It all adds up 
to a reading of about 118.6 for the BLS wholesale price index by August. (It was 
117.1 in June.) What happens after that depends to some extent on what the 
auto companies do. One spokesman said increased steel costs would have no 
effect on 1957 models and probably none on 1958’s. The industry’s own labor costs 
will be the biggest factor, he indicated. (But, it should be remembered that the 
Significant increases in the prices of 1957 models were blamed largely on last 
year’s steel price hike. ) 
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Wholesale to consumer.—The cost of living is almost sure to rocket even higher, 
(See chart above.) There is no clear-cut relationship between the wholesale and 
consumer price indexes. While the wholesale index has held steady so far this 
year, the consumer index has advanced about 1.5 percent. Historically, any 
unusually large increase in wholesale prices is usually followed in about a 
month by a corresponding increase in consumer prices. So we can expect the 
cost of living to continue its 9-month rise through the third quarter at an accel- 
erated pace. 


{From Steel magazine, July 8, 1957] 
MARKET OUTLOOK 


Chances are good for stability in steel prices until next July 1. (See p. 53.) 

Reasons: 1. Steel users are finding it difficult to pass on or absorb increased 
costs. 2. Numerous segments of the public are expressing resistance to price 
increases. 3. Steel companies covered part of their current cost increases through 
upward adjustments in extras several months ago. 

Last summer’s increases in steel base prices (they averaged $8.50 a ton) were 
followed by advances in extras, beginning last December. Extras were raised an 
average of $5 a ton. 

Higher price tags.—The base price increases instituted last week by United 
States Steel Corp., the pace setter, averaged $6 a ton. Other producers were fol- 
lowing this pattern, and in the week ended July 2 enough advances had been posted 
to push Steel’s price composite on finished steel to $145.74 a net ton, an increase 
of $5.50 over that of the preceding week. 

Pig iron unchanged.—Steel’s price composites on pig iron held unchanged. 
(They did not go up with steel prices.) Pig iron rose $2 a ton last Mareh. 
Steel’s price composites on pig iron are: $64.23 a gross ton on basic iron, $64.70 
on No. 2 foundry iron and $65.77 on malleable. 

Scrap declines.—Prices of steelmaking scrap were not influenced upward by 
new steel prices. The reverse happened. Scrap eased off a bit and lowered 
Steel’s price composite on steelmaking grades to $55.33 a gross ton, a decline of 
50 cents from that of the preceding week. Scrap prices had been on the upgrade. 

In contrast with price increases on domestic steel, there are decreases on some 
forms of imports, which stem from lowered costs of transportation. Bar size 
angles and structural angles went down $# a ton at North Atlantic ports and $5 
a ton at South Atlantic, gulf coast and west coast ports. I-beams and channels 
declined $7 a ton at North Atlantic ports, $8 a ton at South Atlanic and gulf 
coast ports and $8.20 a ton at west coast ports. 

Import business lags.—The imported steel business is lagging, particularly in 
the major tonnage items like plates, shapes, bars, and sheets. More tonnage in 
plates and shapes is moving out of this country than is coming in. Reasons: 
Foreign prices are higher than United States prices, and export demand is 
strong. 

Production drops.—Steel production is ebbing as a result of the Fourth of 
July holiday and the summer vacation season. In the week ended July 7, pro- 
duction of steel for ingots and castings was at a new low for the year—78.5 
percent of capacity, a decline of 7.5 points from the preceding week’s rate. The 
current rate yields 2,009,200 ne ttons. It is far above the 344,665 tons of a year 
ago during the steelworkers’ strike. 

Vacation for all_—Current needs for steel are reduced because of the univer- 
sality of metalworking plant shutdowns for summer vacations. The weeks im- 
mediately following the July 4 holiday are favored for vacations. Some metal 
consuming plants are closing down so completely that they won’t even take in 
steel shipments from mills. 


{New York Herald Tribune, Wednesday, July 3, 1957] 
STEEL MISSES AN OPPORTUNITY 


At the precise moment that wage and workers’ benefit rises went into effect 
in the steel industry, the price of steel went up an average of $6a ton. The di- 
rect additional cost to the Nation has been estimated at $500 million annually: 
the cost of steel in a new $3,000-automobile will go up about $11, that of a new 
freight car about $100. And as these increased costs spread through the econ- 
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omy, many of them will in turn be passed on to the ultimate consumer. The 
cost-of-living index will rise and there will be new wage demands to meet it. 
The inflationary spiral will go on its inexorable way, hitting those with fixed in- 
comes, cutting back real wages, increasing the cost of Government operations 
(and, consequently, the load on the taxpayer) and threatening the American 
position in the export market. 

Was steel—a primary supplier for virtually all of American industry—justi- 
fied in raising prices? Industry leaders say yes. They argue that the wage in- 
creases won last summer and in effect now require the step. Roger M. Blough, 
chairman of the board of United States Steel, said: “When employment costs 
go up, sooner or later the history is that our purchased goods and services will 
ride along.” Some steel circles complained that the $6 rise was not enough to 
offset the cost of the wage hike, and that it should have been $7.50, $8.50, or even 
more. United States Steel said its employment costs have risen 6 percent and 
its price increases amounts to only 4 percent. 

Steel men also assert that the depreciation allowances in the tax laws are in- 
sufficient to provide for replacement of equipment and expansion of capacity. 
The latter is generally assumed to be necessary in view of the rising demand. 

If paid for out of earnings (and less than half of United States Steel’s earn- 
ings last year were paid out as dividends) part of the cost is passed on to the 
consumer, meaning, in the case of steel, the whole American economy. 

Admitting that these are strong arguments, it can still be denied that they 
should have been decisive. Economists in the steel industry point out that, since 
steel wage rates fix the pattern for industry in general, prices have to take into 
account increased “outside” costs after a wage rise. 

Thus they explain the fact that while the labor cost of steel has increased 
about 30 percent since 1946, the cost of the product has gone up by 115 percent 
in the same period. With this system of pricing, plus expansion (largely paid out 
of earnings) United States Steel has more than doubled its sales in the postwar 
years and increased its earnings from $88,600,000 in 1946 to $348,100,000. 

Surely this record should leave a margin for the absorption of a greater amount 
of the wage increase at a time when it is urgent to check the inflation that is 
steadily eating into the economy. 

The steel industry may well respond that it was up to labor to show moderation 
in its wage demands last year. That is unquestionably true. But until some one, 
either in industry or labor, is willing to assume the responsibility for calling a 
halt to the inflationary spiral, that spiral will not be checked. 

The steelworkers had the opportunity to do that last year. They failed to take 
it. The steel industry had the same opportunity last week. They were in a 
strong financial position; they had the incentive of realizing the danger of pric- 
ing American steel out of the world market; they were urged by the President 
to display statesmanship. 

It would have represented a risk to have foregone price increases—but would 
the risk have been as great as that contained in driving another sharp spur into 
the racing American economy? Just as steel is powerful in its effect upon the na- 
tional economy, so is it dependent, to a major degree upon the economic health 
of the American community. 

Mr. Blough has explained that in 1948, steel met a demand for a cost-of-living 
increase by reducing the price of steel; that this did not check inflation, and that 
increased costs and wages in other industries forced steel to follow suit. Perhaps 
steel would not, singlehanded, have been able to meet the current inflationary 
situation. But it could have given leadership toward economic sanity which is 
now badly needed, it is regrettable that it did not do so. 























































































































UniItep STATES DEPARTMENT OF LABOR, 
BuREAU OF LABOR STATISTICS, 
Washington, D. C., September 25, 1957. 












Hon. Estes KEFAUVER, 
Chairman, Senate Antitrust and Monopoly Subcommittee, Senate Judi- 
etary Committee, 
United States Seante, Washington, D.C. 

Dear SENATOR Keravver: I have been asked abeut a statement attributed to 
me to the effect that an increase in the price of steel would have a negligible 
effect upon the cost of living as measured by the Consumer Price Index. 

The statement was made at a press conference on the Consumer Price Index 
last June. A reporter asked if the forthcoming July steel price increase would 
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have any effect upon the index. My answer was extemporaneous; therefore, | 
had no text. But the Wall Street Journal, June 6, 1957, summarized what I said 
as follows: 

“Mr. Clague doubted the anticipated boost in steel prices will have much effect 
on the price index. Steel prices are ‘a negligible factor’ in most items on the 
index, he explained. Besides, he said, a steel price boost would have ‘a greatly 
delayed effect’ on the index, taking perhaps as long as 2 years to be reflected in 
many items that are measured.” 

You will note that I gave the answer in two parts—first, short run and imme- 
diate ; the other, in the long run. On the direct, immediate effect on the index 
in the next few months, I stated that the forthcoming price increase of steel 
would have a negligible effect because the items in the index which contain 
steel constitute only a small fraction of the weight of the index. In fact, the 
index is so comprehensive that no one item can influence it very much. I then 
went on to point out that in the long run, of course, there could be some indirect 
effects. The cost of tractors to farmers could eventually influence the cost of 
food. However, this would not take effect until the next crop year; in other 
words, the full effect would be delayed, but we have no way of tracing this 
indirect effect or measuring its importance. 

Sincerely yours, 
Ewan CLAGUE, 
Commissioner of Labor Statistics. 


{The Wall Street Journal, October 30, 1957] 


UNITED STATES STEEL THIRD QUARTER NET ROSE BUT OPERATING RATE DECLINED 
TO 81.1 PERCENT 


BLOUGH SEES OUTPUT IN FIRST HALF OF 1958 “IN THE 70'S”; CITES BUYER’S MARKET 


New Yorx.—United States Steel Corp. repored net profit for the 3 months 
ended September 30 considerably higher than a year earlier, when a long strike 
affected operations. But third quarter 1957 earnings were lower than those in 
the second quarter this year. 

Net income rose to $1.70 a common share from only 52 cents a share in the 
September quarter of 1956, but it was down from the $2.04 a share reported for 
the June quarter this year. 

Production by the Nation’s largest steelmaker also was down from the second 
quarter, averaging 81.1 percent of rated capacity, against 89.5 percent in the 
preceding 3 months. Roger M. Blough, United States Steel chairman, estimated 
yesterday that for the current quarter operations of both United States Steel 
and the industry would “perhaps be at a rate a little under SO percent or in that 
vicinity.” 

Asked whether the steel-supply situation has switched to a buyers’ market, 
with steelmakers pushing their sales efforts, Mr. Blough replied: “Definitely.” 

United States Steel, he said, is currently shipping at about the rate it is pro- 
ducing: In the third quarter, he reported, the company shipped 5,257,868 net 
tons of steel products. 

For the first 9 months of this year shipments rose to 18,280,559 tons from 
17,316,458 tons in the first 3 quarters of 1956. 

Directors yesterday declared the usual quarterly dividend of 75 cents a com- 
mon share, payable December 10 to stock of record November 8 This will make 
the dividend total $3 a share for 1957, up from $2.60 a share in 1956. 

Asked about the first half of next year, Mr. Blough said, “The operating rate 
on the basis of present (rated) capacity will probably range in the 70’s.” The 
industry, he noted, is operating in just about that area now—in the high 70’s. 

The operating rate, he added, ‘may go down some, or it may go up some, It 
is one of those imponderables.” 

Steel production in 1958 around the current pace—in tons—would be lower 
in terms of the industry’s expanding capacity, of course. The rate capacity is 
revised each January 1, and there have been estimates that the 1958 figure will 
go up to near 140 million tons yearly from the 1957 rating of somewhat under 
133.5 million tons. 
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United States Steel’s unfilled orders had declined at the close of September to 
6,386,000 tons, compared with a backlog of 6,875,000 tons at the end of June this 
year and 8,126,000 tons on September 30 a year ago. 

The company’s third-quarter earnings of $97,555,683 were a record for the 
period ; so was the net of $328,976,991 for the first 9 months of 1957. Net per 
share rose to $5.77 for the 9 months from $4.18 in the corresponding period a 
year later. 

Customers’ reduction of inventories was cited by Mr. Blough as “the most 
important factor in the fourth quarter.” 

The United States Steel chairman brought up that point when asked to explain 
why steel production in the third quarter failed to reach his forecast rate of 
between SO and 85 percent. 

Mr. Blough termed any attempt to predict the operating rate precisely a “very 
hazardous occupation.” He said he had expected a “little better pickup from 
automobiles in the fall than we got,” but he added: “The automobile year will 
be a good year; it is not a bad year.” 

United States Steel estimates that users’ steel inventories rose the equivalent 
of about 10 million tons “between the end of the steel strike in August last year 
and April or May of this vear,” Mr. Blough said. “Since that time, inventories 
have steadily been reduced, and we expect that reduction to continue for some 
time.” 

“T think that reduction will probably continue into next year,” he stated. 

This cutting into inventories has varied by industries, of course, Mr. Blough 
noted. ‘Some are very low at the present time; others can still reduce their in- 
ventories,” he said. 

This inventory buildup on top of the steel actually being used in such a 10- 
month period can provide the basis for a wide swing in the operating rate, he 
explained. ‘When the buyers of steel reverse their thinking, or their own busi- 
ness changes and they start to go the other way,” he said, “you can readily see 
that operating rates of 80 or 85 percent, or 75 or 71 percent are all within the 
range of reasonable probability.” 

“Do you think this country is going into a recession?’ Mr. Blough was asked. 

“I think I will answer the question this way,” he said, ‘You do have a slowing 
down of capital goods in private fields. Particularly, you have some unemploy- 
ment and also have some resistance to higher prices, but not to my knoweldge 
in steel prices. 

“You also have counterbalancing factors in the economy. You will have some 
increase in State and Government highway and public construction, and I think 
the overall employment will remain relatively high.” 

Mr. Blough reported an improvement in supply of wide flange structural beams 
and in heavy steel plate, items that have been in short supply. “I believe,” he 
said, “that these items are more nearly in balance, but we are still some dis- 
tance from homeplate.” Production of structurals, all grades, in 1957 it was 
estimated will be about 28 percent higher than in 1956, and heavy plate produc- 
tion about 23 percent higher. 

“Oil-country goods, on the other hand,” he added, “were in tight supply for 
quite awhile, but I am now told there are heavy inventories of oil-country prod- 
ucts in the hands of customers.” 

United States Steel Corp. and subsidiaries in a report for the quarter ended 
September 30, 1957, show net income of $97,555,683 after depreciation deple- 
tion, interest, Federal and foreign income taxes, ete., equal after preferred divi- 
dend requirements, to $1.70 a share on 53,753,422 shares of common stock. 

This compares with $34,785,870 or 52 cents a share on 53,698,000 comman shares 
for the quarter ended September 30, 1956, and with $115,948,199 or $2.04 a share 
on 53,733,047 shares of common for the quarter ended June 30, 1957. 

For the 9 months ended September 30, last, net income amounted to $328,976,991 
or $5.77 a common share, against $248,336,311 or $4.18 a share for the first 9 
months of 1956. 


’ 
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Unitep States Sree Corp., 
LAW DEPARTMENT, 
New York, N. Y., November 25, 1957. 
Mr. Paut Ranp DIxon, 
Counsel and Staff Director, 
Antimonopoly Subcommittee 
of the Senate Judiciary Committee, 
Washington, D.C. 

DeaR Mr. Drxon: With reference to your letter of October 31, 1957, I am 
enclosing two statements which I would like to have introduced into the record 
The statements are as follows: 

1. Comments on the statement to the Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary of the United States Senate by Fred Gardner, 

2. Comments on the statements to the Subcommittee on Antitrust and Monopoly 
of the Committee on the Judiciary of the United States Senate by R. Easton 
entitled “The Continuous Casting Process for Steel,” by T. Sendzimir relating 
to the planetary mill, by J. V. Groner entitled “Oxygen Steel Process,” and on 
reports supplied to the subcommittee by the State Department pertaining to the 
use of certain technologies in foreign countries. 

Unless there are further developments, we do not expect to have anything 
additional to add to the record of the hearings. 


Very truly yours, 
JOHN S. TENNANT, 
General Counsel. 


COMMENTS ON THE STATEMENT TO THE SUBCOMMITTEE ON ANTITRUST AND MONOPOLY 
OF THE COMMITTEE ON THE JUDICIARY OF THE UNITED STATES SENATE BY FRED 
GARDNER 


Mr. Fred Gardner’s testimony before the Subcommittee on Antitrust and Mo- 
nopoly on October 30 dealt almost entirely with his favorite subject—the calcula- 
tion of break-even points. As he stated, this is not a new hobby with him—of 
which we were aware, because on May 14, 1956, Mr. Gardner wrote to Senator 
O’Mahoney alleging, among other things, that United States Steel’s break-even 
point for 1955 was at record low levels. He sent a copy of this letter to Mr. Roger 
Blough. On June 11, 1956, Mr. Blough wrote to Mr. Gardner and indicated to 
him: “First, I should like to point out that in any discussion of break-even points 
it should be remembered that they are purely academic. In practice, their nu- 
merous bases and assumptions probably never would approach actual conditions, 
and the findings would, therefore, be of little practical value.” 

In his testimony to the subcommittee one of Mr. Gardner’s assertions was that 
United States Steel’s break-even point during the year 1957 is at a record low. 
This would indicate that its profit rate at the 1957 level of operations is at a 
record high. Contrary to this, United States Steel’s profit as measured by the 
percentage of profit on sales is about at the level it was in 1940, when the operat- 
ing rate was similar to that of recent years. Furthermore, in 1940 its profits 
at the rate of activity prevailing in that year were substantially less than they 
had been during prior periods of similar operating rates. 

This matter of relative profitability, as well as the subject of depreciation to 
which Mr. Gardner made reference, is fully covered in the statement, ‘The Cost 
Facts of United States Steel,” made by Mr. R. C. Tyson, chairman of finance 
committee, United States Steel Corp., as well as in his subsequent and other 
testimony before the subcommittee. We feel that the topics covered by Mr. Gard- 
ner pertaining to United States Steel were fully covered by this testimony. 
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COMMENTS ON THE STATEMENTS TO THE SUBCOMMITTEE ON ANTITRUST AND MONOpP- 
OLY OF THE COMMITTEE ON THE JUDICIARY OF THE UNITED STATES SENATE BY 
R. Easton, Entirtep “THE CONTINUOUS CASTING PROCESS FOR STEEL’; BY 
T. SENDZIMIR, RELATING TO THE PLANETARY MILL; BY J. V. GRONER, ENTITLED 
“OXYGEN STEEL PROCESS”: AND ON REPORTS SUPPLIED TO THE SUBCOMMITTEE BY 
THE STATE DEPARTMENT PERTAINING TO THE USE OF CERTAIN TECHNOLOGIES IN 
FoREIGN COUNTRIES 


The above-identified statements are directed to the present feasibility and ad- 
vantage of several processes for making or rolling steel, namely, direct reduction 
of iron, oxygen steelmaking, continuous casting and the planetary mill. The 
reports are from State Department representatives in Vienna, Stockholm, and 
Geneva respecting installations of these processes said to have been made or pro- 
posed in various countries. 

The statements and reports recognize that there remain areas of further devel- 
opment of these processes before they conceivably could be substituted for, or 
displace, existing practices. And it should be emphasized that these proposed 
processes appear to be best suited for limited use or special purposes only. 

In the steel industry the feasibility, both technical and economic, of using a 
particular process depends on many things. These include the size and location 
of the operation, the nature and quantity of the raw materials which are avail- 
able, the nature and diversity of the products to be made, and the flexibility of 
the process in making these products. For this reason it is difficult to generalize 
or to attempt to compare operations carried out in different parts of the world. 
Each case must be considered on its own merits. 

Moreover, the pace of the transition from old technologies to new procedures 
is governed in the manufacture of steel, as in any industry, by the pressures aris- 
ing from attrition, obsolescence and growth. A new process which is more effi- 
cient than an existing process, either because it produces a better product or 
because it produces an equally good product at lower operating costs, will tend 
to replace existing facilities rather more rapidly than one whose only advantage 
is lower investment outlays. In the latter case, the new process will be used for 
expansion, but will not replace existing equipment until worn out—since its 
lower initial cost must be compared with the depreciated value of existing 
facilities—and not the original or replacement cost thereof. 

United States Steel, as a matter of prudent management, critically examines 
every new process for making iron and steel to determine its technical feasibility 
and possible economic advantage, and hence is acquainted with the processes dis- 
cussed in the statements and reports identified above. They have been investi- 
gated both by careful study of accounts appearing in the technical literature and, 
in most instances, by direct observation of existing installations. United States 
Steel has sent many representatives to Europe to study various processes to sup- 
plement its constant contact with such operations in this country, in addition to 
carrying on its own development in all these areas. 


DIRECT REDUCTION OF IRON 


The direct reduction of iron has been actively considered by United States 
Steel for more than 25 years. In 1929, it built a commercial unit based on the 
Hornsey-Wills process, which was not successful because of the low production 
rate, poor quality of product, and high cost. Since then each new development 
has been followed with interest, and United States Steel currently has at its South 
Chicago plant a pilot unit employing a fluidized bed. This plant is successful 
technically but its economic advantage is still uncertain. 
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A number of widely different processes have been proposed for the direct 
reduction of iron. These vary with the nature of the ore to be treated and with 
local conditions. Those processes which are now in commercial operation are 
economical only under special conditions and yield a product which has a limited 
usefulness. In fact, the product obtained by direct reduction will, in general, be 
a material which will supplement rather than displace iron from the blast fur- 
nace. For example, iron made by direct reduction would be a replacement for 
scrap as feed to the blast furnace or open hearth, but would not take the place 
of molten metal in the open hearth or oxygen converter and, therefore, it does 
not appear likely to replace the blast furnace within the foreseeable future. 


OXYGEN STEEL PROCESS 


In the field of pneumatic methods for making steel, United States Steel has 
had an active interest for many years. The Bessemer process, still the fastest, 
and lowest cost, method for manufacturing steel, enjoyed a rapid growth for 50 
years, but since 1906 has been declining steadily in importance only because the 
open-hearth and electric-are furnace process have greater versatility with respect 
to the raw materials employed and the quality and range of steel compositions 
that can be produced. The advent of other pneumatic steelmaking processes 
threatens to hasten the extinction of the Bessemer process. The growth poten- 
tial of these processes cannot be forecast, again because of limitations with re- 
spect to flexibility of raw materials and grades of steel that can be produced. 
Pnited States Steel has, for some time, been working on the development of 
pneumatic steelmaking and various phases of oxygen steelmaking in an effort 
to extend the capabilities of such processes with respect to raw materials and 
grades of steel that can be produced. 

An advantage of oxygen steelmaking over the Bessemer process is that it 
produces steel with a nitrogen content comparable to that obtained in the open 
hearth. On the other hand, it does not have the flexibility of the open hearth 
in processing a wide range of compositions of iron. For example, its production 
rate is adversely affected when using iron containing more than 0.250 percent 
phosphorus to make low-phosphorus steel. In general, its usefulness is influ- 
enced by many considerations such as the location of the plant, the type of prod- 
uct, and the type of raw materials available. 


CONTINUOUS CASTING 


Steel technologists have long dreamed of being able to cast steel continu- 
ously in finished or semifinished form and thereby to eliminate the need for 
blooming mills or forging presses. United States Steel has been working toward 
this goal for at least 20 years, and has, of course, followed the development of 
others on the subject both here and abroad. 

The difficulty of adapting a continuous casting process such as that described 
in the statements and reports to large-scale operations is well illustrated by the 
figure given for production on the continuous casting machine now in operation 
in Canada. On the basis that this mill has produced approximately 2,500 tons 
in 1 month’s operation, Fairless Works, which produces 200,000 tons a month, 
would require 80 such casting machines. It would be entirely impractical to 
schedule these machines to match the output of the open-hearth furnaces. More- 
over, it is estimated that the number of man-hours required to operate these 
machines would be appreciably greater than is required with our present 
equipment. 

Continuous casting may be said to have reached the stage where it is more 
economical than part-time operation of blooming mills for the processing of 
small quantities of steel, particularly of specal steels. However, for the volume 
and variety of products produced by the basic steel producers in the United 
States the blooming mill remains more economical than continuous casting. The 
same economic principles are at work here, as in all industry and human 
endeavor, in regard to selecting the proper tools to do a job. 

Commenting upon the reported use of continuous casting in U. S. S. R., 
this is no doubt due largely to the lack of facilities to build blooming mills. 
since available equipment is being used to build finishing mills. In such cases, 
some other methods of producing semifinished products is necessary. 


al 


bi 


ADMINISTERED PRICES 1059 


PLANETARY MILL 


United States Steel has followed the development of the planetary mill with 
the Same interest that it had in the Sendzimir cold reduction mill which is 
now used for special operations in several of its plants. But for the manu- 
facture of steel in large volume, the planetary mill has the disadvantage that 
its rate of production is very much lower than that of a modern hot-reduction 
strip mill. Even the stated production rate in the Italian 40-inch mill of 70 
to 80 tons an hour falls far short of the rate of 350 to 400 tons per hour which 
is typical of conventional equipment. 

Although United States Steel has no direct knowledge of the cost of operating 
a planetary mill, experience with other types of rolling equipment suggests that 
the estimates given in the statements and reports are rather optimistic. Low 
rate of production is rarely conducive to low costs and frequent roll changes 
are likely to be expensive. In this connection it is interesting to note from 
the State Department reports, per the United States mission, E. C. 8. C., Luxem- 
pourg, that an Italian plant producing 100-centimeter widths using the Sendzi- 
mir process is in difficulty and is appealing to the High Authority for assist- 
ance. And in estimating capital costs of equipment for a 300,000-ton plant 
using a planetary mill, it is overly optimistic to allow about $4 million for 
a blast furnace, the actual cost of which is at least 4 times that amount. 

A supposedly promising foreign technical development analogous to the fore- 
going in some respects is the hot extrusion press which has had economic limita- 
tions in this country. About 5 years ago, a number of such presses were in- 
stalled in this country, including one at a United States Steel plant, for the 
processing of steel billets into bar and tubular products. Experience has 
shown that the hot extrusion press is best suited for the production of small 
quantities of complex shapes that cannot be rolled on conventional mills. How- 
ever, if the shape is rollable and is required in large quantities, then in all cases 
the rolling method for hot working becomes significantly more economical 
than the hot extrusion process. 

In summary, the planetary mill has a limited application at the present 
time, and is best adapted to a small tonnage operation producing only narrow 
flat-rolled type of product which can support a relatively high manufacturing 
cost. The reports show only 2 planetary mills in use, 1 in Canada and 1 in 
Italy. 

COMBINED USE OF NEW PROCESSES 


It has been suggested that a combination of the processes herein discussed 
would make it possible to have numerous small steel plants located in various 
parts of the country instead of the present concentration of large facilities in 
a few centers. Presumably, it is thought that direct reduction would take 
the place of the blast furnace; oxygen processing would take the place of the 
open hearth; continuous casting would eliminate the primary reduction mills, 
and the planetary mill would replace the large strip mills. 

This proposal, however, overlooks the fact that these processes do not fit 
one with another. As noted above, direct reduction yields a product which is not 
satisfactory for use directly in the oxygen steelmaking process. Oxygen steel- 
making itself is best suited to the making of carbon steels, especially low- 
~arbon grades, whereas continuous casting and the planetary mills appear to be 
most suited to specialty steels, such as stainless alloys and tool steels, which 
can support a relatively high manufacturing cost. 


ADVANCES IN THE AMERICAN STEEL INDUSTRY 


The American steel industry has by no means depended on others for tech- 
nological advances. The first aim has, naturally, been to increase the output 
of existing processes and equipment. Thus, through such improvements as 
beneficiation of burden materials, blast furnace production has shown a remark- 
able increase. One of the furnaces at Fairless Works of United States Steel 
holds a worlds record for monthly output. 

The distinguishing characteristic of the American steel industry is its tre- 
mendous productiveness, a quality which other countries have been unable to 
emulate thus far. American equipment and methods have been studied by teams 
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of foreign nationals during and since World War II in an effort to duplicate thei; 
efficiency in Europe, Russia, and Asia. American equipment has been bought in 
large quantities by foreign countries, and American technicians have been em- 
ployed to direct the startup and operation of the facilities. 

The development of high-speed mass-production methods by the American 
steel industry has involved the expenditure of billions of dollars in capital, but 
it has been the only means by which it has been able to meet the heavy demands 
of an all-out war and a rapidly expanding peacetime economy. The development 
of such methods has inevitably led to the adoption of continuous processing 
wherever feasible. Thus, United States Steel has played an important part, being 
one of the first to adopt, and in many cases the initiator, of the new mass-pro- 
duction equipment. 

The American steel industry is responsible for the development of continuous 
strip mills enabling the rolling of wide flat product at high speed. It also has 
developed the continuous annealing process by which uniform quality and surface 
are imparted to the steel strip. Ancillary to these are improved controls and 
instrumentation which have materially contributed to quality and uniformity of 
product. 

As its Duquesne Works, United States Steel is now utilizing oxygen from a 
500-ton-per-day plant for enriching the blast to its ferromanganese blast fur- 
naces, thereby increasing output at a decreased coke rate. 

Since 1950, there has been an increase of approximately 30 percent in the out- 
put of existing open-hearth furnaces. This increase has resulted primarily from 
improved furnace design and from the use of oxygen in various ways in the open 
hearth. United States Steel has also pioneered in the use of furnace controls. 


SUMMARY 


1. The American steel industry in general, and United States Steel in particu- 
lar, have not been backward in developing new processes and refining and im- 
proving existing processes. 

2. United States Steel is fully aware of, and has continuously studied and 
tried out, new processgs developed both in this country and abroad. 

3. In the present stage of their development, if not inherently, most of the new 
processes discussed herein, and in the statements and reports, have definite limi- 
tations from the points of view of type of product and rate of production. A 
possible exception is that some form of oxygen steelmaking process will un- 
doubtedly become an important factor in steelmaking in this country in the future. 

4. A combination of direct reduction, oxygen steelmaking, continuous casting 
and a planetary mill is not a satisfactory basis for setting up a small integrated 
steel plant because these four processes do not fit with each other. Continuous 
casting and the planetary mill are compatible but are best suited for special 
products. Oxygen steelmaking, on the other hand, is best fitted for carbon steels 
and cannot be fed with the product of the direct reduction process. 
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Administered Prices: 


Tue inquiry by the Senate Subcommittee 
on Antitrust and Monopoly of the Commit- 
tee on the Judiciary has again focused atten- 
tion on the subject of administered prices. 
In opening these hearings, Senator Estes 
Kefauver, the Chairman, indicated he was 
concerned primarily about “the extent to 
which administered prices in concentrated 
industries may contribute to [inflation].” 
Among the questions raised by the sub- 
committee and its staff are the following: 


What are the reasons for the differences 
in price behavior? 


Does the present inflationary spiral arise 
from price increases in administered 
price industries? 


Why are prices what they are, and how 
did they get that way? How do admin- 
istered prices get that way? 


Are administered prices an inevitable 
concomitant of our industrial setup? 


How are administered prices distin- 
guished from market prices? 


How can prices go up in the face of 
declining demand and excess capacity? 


To what extent are the price increases 
centered in administered price indus- 
tries? 

To what extent do increases in profits 
and wages have some bearing on the 
high prices of certain products in indus- 
tries today? 


Is there not the possibility that the 
managers of the great corporations may 
raise prices to unendurable levels? 


Is an administered price necessarily a 
monopolistic price? 

Would you not anticipate that a rise in 
administered prices would probably be 
accompanied by some decrease in pro- 
duction in those industries? 


What were the reasons for and the ef- 
fect of the increase in steel prices? 
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What type of public policy should be 
adopted in connection with administered 
prices? 


Congressional interest in administered 
prices is not new. A little less than a quarter 
of a century ago, Gardiner C. Means and 
others were blaming the post-1929 depres. 
sion upon administered prices. Just prior 
to World War II, the Temporary National 
Economic Committee also devoted consider. 
able time and effort to administered prices, 

When the earlier efforts were made to 
determine the economic effects of admin. 
istered pricing, the resulting analyses were 
colored by the depressed environment in 
which they were formulated. It is also not 
surprising to find that many of the ills that 
beset the economy at that time were attrib. 
uted to administered prices even though 
this method of pricing had been prevalent 
in the economy for many prior decades. The 
analyses stated or suggested that recovery 
had been restricted because of administered 
prices. However, they never explained sat- 
isfactorily why this method of price deter- 
mination had not had the same effects in the 
past. 

Subsequent events have shown that ad- 
ministered pricing has not prevented the 
resurgence of economic growth during World 
The pat- 
tern of the 1940’s and 1950’s has been one 


of high-level employment, 


War II and the postwar period. 


high-level eco- 


* In connection with the preparation of this study 
I have been ably assisted by Marvin Levine, Brook- 
lyn College, Dr. Gerald J. Glasser and Dr. James F. 
Becker of New York University, and Miss Renee 
Angrist. Miss Eileen Widder, my competent secre- 
tary, rendered invaluable assistance at all stages of 
the project. Members of the staff of United States 
Steel Corp. aided in the collection of statistical ma- 
terials dealing with the steel industry and in making 
the charts. Martin R. Gainsbrugh, chief economist of 
the National Industrial Conference Board, was kind 
enough to read the entire manuscript and to make 
many very helpful suggestions. 
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nomic activity and rising prices in contrast 
to the reverse situation which prevailed in 
the 1930's. 

Are we now to assume that this renewal 
of growth and the development of price in- 
flation are due to the presence of the very 
same administered prices which earlier were 
held to have unduly depressed the economy? 
Or shall we take a more realistic approach 
and give weight to the other forces such as 
wars, technological change, deferred de- 
mand, increasing debt, population growth, 
etc., which have played so important a role 
in the dynamic expansion of the past decade? 
In both periods, administered prices were 
passive rather than initiating forces. In both 
periods, the causes of the changes are found 
in other dynamic factors in our economy. 

In the following pages attention will be 
directed first to the nature of administered 
prices—what they are and what they are not 
—and to their relative importance in the 
economy, currently and in the past. The 
anatomy of wholesale price changes during 
the past two years will be examined to de- 
termine the behavior of administered prices 
as compared with market prices. At the 
same time, the relative changes in prices in 
highly concentrated industries will be com- 
pared with those in industries with large 
numbers of sellers. As background for this 
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analysis, the fundamental nature of inflation 
will be considered and recent trends por- 
trayed. 

Do administered prices mean inflexible 
prices and do they contribute toward eco- 
nomic stability or instability? Are inflexible 
prices reduced less in periods of recession 
and raised more than other prices in periods 
of recovery and boom? The evidence dealing 
with these questions will be presented. What 
is the relationship between changes in prices 
and in production? Do administered prices 
lead to excessively large declines in output 
during a recession? A special study of 
changes in prices and shipments or produc- 
tion in the steel industry in four periods of 
recession and one period of recovery in the 
1929-1955 period throws some interesting 
light on these questions. 

Is concentration of control the cause of 
price inflexibility? Or is inflexibility the 
result of many factors of which concentra- 
tion is only one? These and related questions 
are considered in the last section. 

Much of the material and analysis pre- 
sented bear upon the questions raised by the 
Subcommittee on Antitrust and Monopoly. 
However, no attempt is made to evaluate the 
alternative public policies which they dis- 
cussed or to evaluate the significance and 
impact of the recent steel price increase. 
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I. ADMINISTERED PRICES: THEIR NATURE AND MEANING 


UNTIL the early 1930’s most economists 
presented their analyses of pricing within the 
simple framework of competitive (market) 
However, the 
increasing evidence that there was a wide 
gap between price theory and price practice 
resulted in a considerable amount of dissat- 
isfaction with classical theory. The develop- 
ment of the theory of imperfect competition 
and the theory of monopolistic competition 
represented efforts to bridge the gap.' 
Appendix A for definitions.) 


prices and monopoly prices. 


(See 


At the same time, the persistent Great De- 
pression stimulated a search for its causes. 
To a small number of economists, the behav- 
ior of prices provided a major explanation 
for the continuing depression. 
prices, rigid prices, insensitive prices—these 
were a few of the terms which were used to 
describe the behavior of certain prices which 
had failed to decline substantially in the de- 
pression years. Why did these prices fail to 
respond to depression influences as would be 
expected under market price theory? One 
reason was found in the method by which 
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they were determined. Instead of being set in 
the auction type of market assumed for mar- 
ket prices in theory, many prices were set by 
company Officials. It was in this connection 
that a new term, administered prices, was 
coined. 

The first use of the term, “administered 
price,” appears to have been in a special study 
prepared by Gardiner C. Means when he was 
Economic Adviser on Finance to the Secre- 
tary of Agriculture. An extensive analysis of 
the nature and effects of administered prices 
was contained in his pamphlet, “Industrial 
Prices and Their Relative Inflexibility.” Ac- 
cording to Dr. Means: 


“An administered price . . . is a price 
which is set by administrative action and 


ADMINISTERED PRICES 


held constant for a period of time. We 
have an administered price when a com- 
pany maintains a posted price at which 
it will make sales or simply has its own 
prices at which buyers may purchase or 
not as they wish.”* 


He repeated substantially the same definj- 
tion in his testimony before the Senate Sub- 
committee on Antitrust and Monopoly on 
July 12, 1957. This seems like a clear-cut 
definition which describes the price-making 
process in major sectors of the economy. 
Similar definitions have been used by the 
Committee on Price Determination of the 
National Bureau of Economic Research, E. G. 
Nourse, H. B. Drury, Oswald Knauth, and 
other students.* (See Appendix A.) 

On the other hand, some writers have used 
the term to describe a form of price behavior, 
usually one which they do not approve. Such 
writers tend to emphasize price behavior in- 
stead of price making. Some of the public 
discussion of administered prices implies or 
states that this is a method of pricing pecul- 
iar to big business or to large industries in 


1E. H. Chamberlin, The Theory of Monopolistic 
Competition, Harvard University Press, Cambridge, 
Mass., 1933; Joan Robinson, The Economics of Im- 
perfect Competition, Macmillan and Co., Ltd., Lon- 
don, 1933; Arthur R. Burns, The Decline of Compe- 
tition, McGraw Hill Book Co., New York, 1936. 


2 Gardiner C. Means, “Industrial Prices and Their 
Relative Inflexibility,” Senate Document No. 18, 
Washington, D. C., January 17, 1935, p. 1. 


* Committee on Price Determination, Cost Be- 
havior and Price Policy, National Bureau of Eeo- 
nomic Research, New York, 1943, pp. 273-274; Edwin 
G. Nourse and Horace B. Drury, /ndustrial Price 
Policies and Economic Progress, The Institute of 
Economics of The Brookings Institution, Publication 
No. 76, Washington, D. C., 1938, p. 9; Richard H. 
Leftwich, The Price System and Resource Alloca- 
tron, Rinehart & Company, Inc., New York, 1955, 
p. 340; Oswald Knauth, Managerial Enterprise, Its 
Growth and Methods of Operation, first editiony W. 
W. Norton & Co., Inc., New York, 1948, p. 106; 
Myron H. Umbreit, Elgin F. Hunt, Charles V. Kinter, 
Modern Economic Problems, first edition, McGraw- 
Hill Book Company, Inc., New York, 1950, p. 346 
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which production is concentrated in a rela- 
tively small number of firms." 


Thus, Senator Estes Kefauver has stated 
that: 


“Administered price industries .... | are 
those which because of their power have 
control over prices not affected by nor- 
mal competitive forces. Examples are 
steel, newsprint, many types of food, 
automobiles, and farm machinery.’ 


According to John M. Blair: 


“Most inflexible prices are inflexible be- 
cause they are in one way or another de- 
termined by administrative control... . 
We must study the phenomenon of price- 
setting by corporate monopoly, realizing 
in so doing that the larger is the per- 
centage of our prices which are fixed by 
corporate monopoly as against the forces 
of competition, the higher will our price 
level probably tend to be, and the smaller 
will be the chances for any marked in- 
crease in real labor income to take 
place.” (Italics added.) 

These are fairly typical illustrations of the 
manner in which the term was used during 
the TNEC investigation just prior to World 
War II and in the recent attempts to pin- 
point the cause of inflation in the postwar 
period. 

The use of the term as an explicit or 
implied condemnation of pricing practice 
has created much of the confusion surround- 
ing it. Dr. Jesse Markham appropriately has 
referred to the administered price as “that 
often discussed but as yet rather poorly de- 
fined economic virus.’* Similarly, Professor 
Edward S. Mason has noted that the term ad- 
ministered price “is neither a clear-cut nor a 


useful concept.” 


Administered Prices: 


Alternative Terms 


Because of this confusion in meaning, econ- 
omists have not agreed that the term ad 
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ministered prices is the most satisfactory one 
to describe this type of price making. A num- 
ber of alternative terms have been proposed 
including the following: 


1. Quoted Prices. Professor J. M. 
Clark prefers this term because adminis- 
tered price “carries implications of some 
degree of discretionary control... .’* 


2. Price Policies. Professor Dudley F. 
Pegrum suggests that the term adminis- 
tered prices was too closely identified 
with inflexible prices and the latter was 
attributable ‘‘to the high degree of in- 
dustrial concentration.” Since “Subse- 
quent analysis has failed to substantiate 
either contention . . . it seems wise to 
discard it [administered price] and use 
the much more inclusive and descriptive 
term ‘price policies,’ ’”’ 


3. Policy Influenced Prices. Saul Nel- 
son and Walter G. Keim have emphasized 
that administered price has been used 
to describe two concepts: the process of 
price making and the behavior of prices 
“importantly influenced by business 
policy decisions. .. .”” Since the use of 
the same term for two different concepts 
creates “confusion,” they preferred the 
term policy influenced prices to describe 
the behavior of these prices.‘ 


Testimony of Nat Weinberg before the Joint Eco- 
nomic Committee, Economic Report of the President, 


January, 1957, Washington, D. C., 1957, p. 311; Persia 


Campbell, The Consumer Interest; A Study in Con- 
xumer Economics, Harper and Brothers, New York, 
1949, p. 536; Charles H. Hession, S. M. Miller, Curwen 
Stoddart, The Dynamics of the American Economy, 
Alfred A. Knopf, New York, 1956, p. 166. 

Senator Estes Kefauver’s Speech before Automo- 
bile Wholesalers Association of Tennessee, April 8, 
1957 

John M. Blair, Seeds of Destruction, Covici, Friede, 
New York, 1938, pp. 90, 91. 

‘Jesse W. Markham, Competition In The Rayon 
Industry, Harvard University Press, Cambridge, 
Mass., 1952, p. 3. 

Edward S. Mason, Economic Concentration and 
the Monopoly Problem, Harvard University Press, 
Cambridge, Mass., 1957, p. 62. 

“J. M. Clark, “Toward A Concept of Workable 
Competition,” The American Economic Review, June 
1940, p. 244. 

7 Dudley F. Pegrum, The Regulation of Industry, 
Richard D. Irwin, Chicago, IIl., 1949, p. 103. 

“Saul Nelson and Walter G. Keim, “Price Behavior 
and Business Policy,” Monograph No. 1, Temporary 
National Economic Committee, Washington, D. C., 
1940, p. 15 
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4. Internally Regulated Prices. H. L. 
McCracken has suggested that a good 
classification of prices would be: 


(a) governmentally regulated prices 
(b) internally regulated prices 


(c) freely competitive, nonregulated 
prices.' 


While Professor McCracken made no 
specific reference to administered prices, 
his category “internally regulated 
prices” appears to cover that type of 
pricing. 


5. Managed Industrial Prices. This 
term was used by the Temporary Na- 
tional Economic Committee (TNEC) in 
its final report.? 


6. Producer Price Jurisdiction. Den- 
nison and Galbraith conclude: “ 
where the output of a producer is large 
enough to have a bearing on the price 
of the product some measure of indi- 
vidual producer price influence must 
exist ... some degree of jurisdiction over 
price by producers is all but universal.’”* 


7. Administered Resources. Dr. E. G. 
Nourse suggested in his testimony of 
July 9, 1957 that: 


“In a sense, the expression ‘admin- 
istered prices’ is a misnomer or carries 
a faulty emphasis. To speak of ‘admin- 
istered resources’ might better point 
the issue. It would focus attention on 
the fact that giant corporations are 
making administrative decisions that 
activate or withhold the use of the 
economy’s capital plant or funds and 
that massive labor unions set ‘with- 
holding prices’ on large and strategic 
blocks of the nation’s labor supply. 
Let us visualize the impact of this 
centralized private administration of 
resources in a large and highly stra- 
tegic area in our industrial system.” 
(Italics added.) 


These alternative terms are designed to 
describe the price making process. However, 
several are too limited in their coverage to 
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cover all non-market prices. This would seem 
particularly true for terms like managed in. 
dustrial prices and producer price jurisdic. 
tion. The term, quoted price, is not too valu. 
able since it has come to have a specialized 
meaning which is much narrower than re- 
quired for non-market prices. Probably the 
most useful term remains administered prices 
— if it is confined to a description of the price 
making process and is not used to describe 
price behavior. 


Administered Prices and 
Market Prices 


In terms of their behavior as well as the 
nature of the markets in which they are set, 
several differences may be noted between 
market prices and administered prices. Mar- 
ket prices fluctuate more frequently under the 
impact of changing economic pressures. On 
the great commodity exchanges, these changes 
may take place every few minutes. In con- 
trast, when administered prices are set, they 
may remain unchanged for substantial pe- 
riods of time. When changes are made in 
administered prices, they usually take the 
form of step-like arrangements rather than 
the erratic movements found for market 
prices. The record of price changes for such 
products as rayon, bricks, potash salts, re- 
frigerators, steel, automobiles, and many re- 
tail prices illustrates this tendency. Usually 
an accumulation of pressures is necessary 
before the administered price is changed. 

The characteristics of a product determine 
whether its price will be administered. Nel- 
son and Keim have pointed out: 


'The American Economic Review, Supplement, 
March 1936, pp. 66, 67. 
*“Final Report and Recommendations of the Tem- 


porary National Economic Committee,” Senate Doeu- 
ment No. 35, Washington, D. C., 1941, pp. 13, 14. 


®*H. S. Dennison and J. K. Galbraith, Modern Com- 
petition and Business Policy, Oxford University Press, 
New York, 1938, pp. 25, 33. 
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“To some extent ‘market’ prices on the 
one hand, and ‘administered’ prices on 
the other, relate to different kinds of 
commodities. The former are typical of 
raw materials and particularly of agri- 
cultural raw materials, while the latter 
are commonly associated with manufac- 
tured products. It has long been observed 
that the price of raw materials tends to 
fluctuate somewhat more widely than is 
true of manufactured products.” (Italics 


added.) 


Whether prices are determined in markets 
or by administrative action, they must per- 
form two functions: a rationing function and 
a stimulating function. The level of prices 
must be such that available supplies will be 
divided among those who desire the product 
most intensely and who have the purchasing 
power required. The prices must be high 
enough to cut off the demand of the least ne- 
cessitous bidders and low enough to dispose 
of the available supplies. This may be called 
the rationing function of price. Similarly, the 
level of prices helps to determine the avail- 
ability and the flow of supplies to the market. 
This may be called the stimulating function 
of price. Both market prices and adminis- 
tered prices perform these functions. How- 
ever, the responsiveness of price to changes 
in supply, costs, and demand will differ. Usu- 
ally, market prices are more immediately re- 
sponsive while administered prices respond 
more slowly. 


Dr. J. K. Galbraith pointed out in his July 
ll, 1957 testimony before the Senate Sub- 
committee on Antitrust and Monopoly: 


“In the competitive market demand im- 
mediately pulls up prices, or pulls them 
down. In the administered market there 
must be a decision to change prices. De- 
mand will often be ahead of the decision 
to adapt to it. Moreover, without going 
into undue detail, there will frequently 
be a difference between short and long- 
run price strategy which makes it ap- 
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pear unwise to take full advantage of the 
current market. 


“Thus, if demand is strong and the in- 
dustry is operating at or near capacity, 
a very large price and revenue increase 
may be possible. But there is also the 
danger that such an increase may bring 
new wage demands, or that it may at- 
tract new capacity, or there may be some 
fear of an adverse public reaction. There- 
fore, the industry keeps some of its 
opportunity for higher prices and added 
revenue in reserve as it were. 


“Tt follows from the foregoing that at 
any time when demand has been high 
and generally rising there is likely in the 
administered price sector to be an un- 
used opportunity for gain. Prices and 
profits could be higher than they are.” 


When changes in cost or changes in de- 
mand take place for such products, it is not 
infrequent that adjustments are reflected in 
non-price factors. The expansion and contrac- 
tion in the size of the five cent chocolate bar 
over the past two decades furnish a good 
illustration. Similarly, even though a price 
line remains unchanged, quality may be im- 
proved or deteriorated as costs change (ap- 
parel is a good illustration). 

It is often a characteristic of the products 
for which prices are set by administrative 
action that there are fewer buyers and/or 
sellers than are found in the perfectly com- 
petitive markets. (See Appendix A.) Because 
of the type of market or business organiza- 
tion, the administered price is the only feas- 
ible one. Thus, retail prices by their nature 
tend to change less frequently and less vio- 
lently and to be set by the decision of retail- 
ers. However, in some instances, even these 
prices fluctuate frequently and sharply, par- 
ticularly for perishable foods. In any event, 
most businesses would find it difficult to 
change prices on a daily or weekly basis. 


Nelson and Keim, op. cit., p. 34. 
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Period for Which Price Is 
Unchanged Not Meaningful 
Characteristic of Administered 
Prices 


Sometimes emphasis is given to the fact 
that a price is set for a period of time as evi- 
dence that it is an administered price. Thus, 
Gardiner C. Means stated an administered 
price is one which is “held constant for a 
period of time.” Rufus S. Tucker noted that 
“The term ‘administered’ price has been in- 
vented to apply to prices which are kept rigid 
for an appreciable period of time... .’* Al- 
fred C. Neal, in his study, concluded that “It 
becomes obvious at once that not all prices 
which are ‘set’ by a person, company, or 
group are administered prices, since only 
those which are set and held constant for 
shorter or longer periods are administered.’’* 

For how long a period must a price be set 
before it is considered to be administered? 
How long is a “shorter or longer period” of 
time? Or an “appreciable period of time?” 
Not much light is shed upon this problem in 
the available literature. Does it mean a price 
maintained for a day, a week, a month, a 
year? Gardiner Means referred to items 
which “averaged less than three changes a 
year” and concluded that “These items repre- 
sent a type of price essentially different in its 
effects from the flexible market price on 
which the policy of laissez-faire has been 
founded.’’* This standard suggests one change 
in prices on the average of every four months. 

Actually, if a price were set by administra- 
tive action and kept unchanged for a few 
hours during a period when market forces 
would normally cause prices to fluctuate, it 
would be different from a “flexible market 
price.” This is well illustrated by prices on 
the New York Stock Exchange. Normally, 
the price of an active issue will fluctuate 
many times during the course of a trading 
day. To fix the price of a stock every hour on 
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the hour would mean a substitution of admin. 
istrative pricing for market pricing and 
would change the nature of the present sys. 
tem of market price determination. 

At the other extreme, we find many small 
items in a drug store, hardware store or sta- 
tionery store for which prices may not change 
over a pericd of months and sometimes for 
years, These would be and are the most rigid 
and inflexible administered prices. Yet the 
prices are determined by small retailers and 
often on products which are produced by 
small firms in industries in which there is 
little concentration of control of output, 
Products controlled under “fair trade” or 
resale price maintenance acts also are in this 
category. 

These illustrations suggest that there is no 
meaningful time period which can be used to 
delineate so-called administered prices from 
market prices. The only significant basis for 
distinction must be the establishment of 
prices by administrative action rather than 
in an auction market. The length of time for 
which a price is maintained may help deter- 
mine behavior patterns among administered 
prices but it cannot be used to determine 
whether it is an administered price. When a 
price is established by a company and the 
company offers to meet all demands (within 
its capacity to do so) at that price, it is ad- 
ministered. This is so whether the company 
sets the price for one week or for four 
months. In other words, the duration of the 
period for which the price is set does not de- 
termine whether it is an administered price 
or a market price. That is determined by the 


process of price making. 


1 “Senate Document No. 13,” op. cit., p. 1 


° Rufus S. Tucker “Reasons for Price Rigidity,” The 
{merican Economic Review, March 1938, p 41 


Alfred C. Neal, Industrial Concentration and 
Price Infleribility, American Council on Public Af- 
fairs, Washington, D. C., 1942, p. 25 


* “Senate Document No. 13,” op. cit., pp. 2-3 
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The Term Administered Prices 
Often Has Been Misused 


It is important to keep in mind what. the 
term administered prices is not designed to 
describe. Some persons have used the term 
loosely as being synonymous with monopoly 
prices or big business prices or inflexible 


prices. 


Administered Prices Are Not 
Monopoly Prices 


Stanley Ruttenberg, economist of the AFL- 
CIO, has charged: 


“ 


. in our economy, where we have a 
very high degree of economic concentra- 
tion in our basic industries, much of the 
competitive spirit is nonexistent. Prices 
are administered through the monopolies 
and oligarchies.”’ ! 


Clearly, such opinions place a very narrow 
construction on the term administered prices. 

Gardiner Means was very explicit that 
such pricing was not a monopolistic device. 
He noted that: 


“Administered prices should not be con- 
fused with monopoly. The presence of 
administered prices does not indicate the 
presence of monopoly nor do market 
prices indicate the absence of monop- 
oly.” 


“If administered prices are present in 
a major part of our economy and since 
they exist in a great many areas which 
are not monopolized but in which there 
is active competition between a few 
units, it is clear that they do not neces- 
sarily reflect monopoly conditions but 
something more wide-spread—namely, 
the reduction in the number of compet- 
ing units in many industries.’ (Italics 
added.) 


Nelson and Keim also noted that the ad- 


ministrative control over these prices “is not 
necessarily synonymous with monopoly 


power in the sense implied in the antitrust 
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laws ... there is no necessary relation be- 
tween price rigidity and monopoly, if ‘monop- 
oly’ is used to denote collusion or coercive 
devices for restraining competition. 

According to Alfred C. Neal, “.. . although 
some control over price is necessary if there 
is an administered price, there is no implica- 
tion of monopoly about an administered 
price.” 

Similarly, Dr. E. G. Nourse in his July 9, 
1°57 testimony stated that an administered 
price “. . . is monopolistic in the sense that 
one has an area of power, of discretion and 
power. It is not monopoly. Monopolistic 
means that it has some power over the mak- 


m4 


ing of price.” 

Clearly, Dr. Means and others have recog- 
nized that administered prices are not incon- 
sistent with ‘active competition.” As is evi- 
dent in many sectors of the economy, admin- 
istered price industries may be characterized 
by vigorous competition. The appliance in- 
dustry provides an outstanding illustration. 

Frequently the question of price admin- 
istration is confused with the number of com- 
petitors within an industry. Thus, in connec- 
tion with the experience of the past two years, 
Dr. John Blair referred to “the difference 
between price behavior |in| what have been 
referred to as administered price industries 
and contrasted to market price industries, in 
more highly competitive fields. In the latter, 
that is, in industries such as agriculture, the 
textile industry, and lumber... .’" 

The textile and lumber industries are char- 
acterized by large numbers of producers and 


' Stanley H. Ruttenberg, “From the Point of View 
of Labor,” The Social Responsibility of Management, 
New York University School of Commerce, Accounts, 
and Finance, New York, 1950, p. 43. 

*“Senate Document No. 13,” op. cit., p. 1. 

‘Senate Document No. 13,” op. cit., p. 27; see also 
“Notes on Inflexible Prices,” The American Economic 
Review, Supplement, March 1936, p. 34. 

* Nelson and Keim, op. cit., pp. 15, 32. 

* Neal, op. cit., p. 25. 


“Hearings before the Senate Subcommittee on 
Antitrust and Monopoly, July 16, 1957. 
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hence relatively low levels of concentration. 
Undoubtedly, this situation affects the nature 
of competition in those industries. Neverthe- 
less, those prices are administered, not mar- 
ket determined. Textile producers set a price 
and maintain it for varying periods of time. 
Many types of lumber are sold on basing 
point or zone systems of pricing. These prices 
may change frequently or be responsive to 
pressures for advance or decline. Neverthe- 
less, these responses are within the frame- 
work of price administration. They provide 
evidence that administered prices do have 
differing patterns of behavior. 

Price administration as compared with 
market price determination is one basis for 
comparison. Fewness of sellers or large num- 
bers of sellers is another basis. The two bases 
should not be confused. 


Administered Prices Are Not 
Confined to Big Business 


Actually, almost all prices in our economy 
are set by administrative action. This is true 
for the giant automobile industry and the 
smallest retail store. The most important ex- 


ceptions are the prices of many farm products 
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TABLE 1 


Relative Weights of Groups and Subgroups in Wholesale Price Index, 1954* 





Relative 


Group and Subgroup Weight 
All commodities 100.000 
Farm products 10.842 
Fresh, dried, fruits, vegetables 971 
Grains 1.693 
Livestock and live poultry 3.130 
Plant and animal fibers 1.234 
Fluid milk 1.465 
Eggs A472 
Hay, hayseeds, oilseeds .679 
Other farm products 1.198 
Processed foods 13.747 
Cereal and bakery products 2.724 
Meats, poultry, fish 3.579 
Dairy products and ice cream 2.824 





on the commodity exchanges and in the prod. aoe 
uce markets and the prices of securities. 
rn . ‘ Gre 
Table 1 shows the weights for various 
products included in the Bureau of Labor 
Statistics wholesale price index. A review of 
the components of this index shows that rela. 
tively few products are market price deter. 
mined. Among the prices which may be jn 
this category are the following: 
_ Relative j 
Weight in WP] 
Group or Subgroup (per cent) 
Farm products, except milk .... 9.4 
UE ES ee ee, ce 8 
' 
Re PORNO ig. ins in es iincw <8 A 
' 
eee ee ee Al 
TOM VM EEPP) VIAN eS JY. OG 
Thus, about 10.7 per cent of the wholesale 
price index appears to be in the market price 
category. And even this proportion is prob. 
ably an overstatement. For example, some 
farm products are sold through cooperatives 
and are differentiated by brand names. Sun. 
kist oranges and other branded fruits come 
to mind in this connection. An inspection of 
Table 1 will indicate the predominantly ad- 
ministered nature of wholesale pricing. 
Relative 
Group and Subgroup Weights 
Canned, frozen, fruits, vegetables 994 
Sugar and confectionery 1,358 
Packaged beverage materials 793 
Fats and oils, edible 883 
Other processed foods 592 | 
Textile products and apparel 8.302 | 
Cotton products 2.091 
Wool products 867 | : 
Synthetic textiles 1.204 | : 
Silk products 0438 ( 
Apparel 3.951 | t 
Other textile products 146 | 
Hides, skins, leather, and products 1.409 
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TABLE 1 (Continued) 





Relative 

Group and Subgroup Weights 
Hides and skins 079 
Leather .274 
Footwear .804 
Other leather products .252 
Fuel, power, and lighting materials 9.019 
Coal 744 
Coke .099 
Gas 977 
Electricity 2.375 
Petroleum and products 4.824 
Chemicals and allied products 6.537 
Industrial chemicals 2.439 
Paint and paint materials 724 
Drugs and pharmaceuticals -734 
Fats and oils, inedible 177 
Mixed fertilizer .273 
Fertilizer materials .231 
Other chemicals and allied products 1.959 
Rubber and rubber products 1.753 
Crude rubber 401 
Tires and tubes .694 
Other rubber products .658 
Lumber and wood products 2.657 
Lumber 2.055 
Millwork 382 
Plywood .220 
Pulp, paper, and allied products 3.727 
Woodpulp 551 
Wastepaper .048 
Paper 938 
Paperboard .288 
Converted paper and board products 1.830 
3uilding paper and board .072 
Metals and metal products 13.565 
Iron and steel 5.844 
Nonferrous metals 2.909 
Metal containers 501 
Hardware 528 
Plumbing equipment 227 
Heating equipment 363 
Fabricated structural products 1.387 
Fabricated nonstructural products 1.806 
Machinery and motive products 17.070 


Relative 
Group and Subgroup Weights 
Agricultural machinery and equip- 
ment -919 
Construction machinery and equip- 
ment 574 
Metalworking machinery and equip- 
ment 1.704 
General purpose machinery and 
equipment 2.197 
Miscellaneous machinery 1.229 
Electrical machinery and equip- 
ment 4.713 
Motor vehicles 5.734 
Furniture and household durables 4.143 
Household furniture .928 
Commercial furniture .298 
Floor coverings 352 
Household appliances 1.112 
Radio and television receivers 517 
Other household durable goods -876 
Nonmetallic minerals—structural 2.075 
Flat glass .240 
Concrete ingredients 691 
Concrete products .309 
Structural clay products 318 
Gypsum products 104 
Prepared asphalt roofing .186 
Other nonmetallic minerals 197 
Tobacco manufactures, bottled bever- 
ages 2.396 
Cigarettes 635 
Cigars 132 
Other tobacco manufactures 055 
Alcoholic beverages 1.126 
Nonalcoholic beverages 448 
Miscellaneous products 2.758 
Toys, sporting goods, and small 
arms 538 
Manufactured animal feeds 1.301 
Notions and accessories 110 
Jewelry, watches, photographic 
equipment 525 
Other miscellaneous .284 


* Based on 1952-53 weight diagram. 

Source: U. S. Department of Labor, Bureau of 
Labor Statistics, Relative Importance of 
Individual Commodities, December 1954, 
issued August 1955, pp. 1-20. 


—_—_—_————————————— 


All retail prices by their nature are admin- 
istered. Thus, it seems clear that market price 
determination as postulated in economic 
theory is in operation in an extremely small 
proportion of the economy. 


In fact, Gardiner Means has recognized 
that, ‘“Most of the prices you come in contact 
with every day are administered—the prices 
in the Senate restaurant, at your barber shop, 


and in your local stores, the prices of steel 
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and automobiles at wholesale. In fact, most 
industrial prices are administered prices and 
so are a large portion of retail prices. Most 
wage rates would also be classed as a type of 
administered price... but ... when you have 
the smali enterprise, the importance of ad- 
ministration for the economy as a whole may 
be very much less than when you have a big 
enterprise.” Professor Richard Ruggles also 
testified that all prices, except possibly for 
agricultural products, are administered.” 

Means also has recognized that prices may 
be administered by government. “Such ad- 
ministered prices may be set by act of Con- 
gress as in the case of postal rates; they may 
be set through a process of regulation in 
which utility enterprises, regulating com- 
missions, and the courts all combine in a 
complex process of rate making.’”* 

However, in a study published by the U. S. 
National Resources Committee in 1939, Mr. 
Means asserted that: 


“Only where the producer is large in re- 
lation to the market can he administer 
the prices of his product.’* (Italics 
added.) 


Clearly, this statement ignores the fact 
that many small independent producers use 
trademarks and brand names to differentiate 
their product and hence to administer prices. 
Similarly, in very highly competitive fields, 
which have many small producers, (for ex- 
ample, apparel and shoes), price lines have 
been established by habit and custom and all 
producers sell at those price lines. In these 
areas, the producer is not large in relation to 
his market and yet he is administering price. 

In fact, every price charged in the local 
drug store or local bakery, or local stationery 
store, or local shoe store is set by administra- 
tive action. Prices charged by apparel manu- 
facturers, in that highly competitive indus- 
try, are set by administrative action. And the 
same situation prevails throughout the length 


and breadth of our economy. It is evident that 
the “administered price industries” actually 
embrace practically every industry and that 
the term does not describe the pricing process 
in big business alone. 


Administered Prices Are Not 
Identical with Inflexible Prices 


Although Gardiner C. Means described ad- 
ministered prices as those resulting from ad- 
ministrative action, he identified the prices 
that fall into this category by checking the 
number of times they were changed over a 
period of eight years. He described those 
which changed relatively infrequently as in- 
flexible prices. He then contrasted what he 
called “flexible market prices and inflexible 
administered prices.”* In other words, he 
quickly moved from administered pricing as 
a method of price determination to pricing as 
a form of behavior. 

The effort to identify administered prices 
solely within this framework places a limited 
construction on the term. An examination of 
the changes in prices over time will show that 
many prices which are set by administrative 
action show significant changes. Among the 
administered prices which were flexible, that 
is declined as much or more than the general 
price level, in the 1929-1933 decline were 
canned peaches, menthol, hosiery, crude 
petroleum, copper wire, rosin, gasoline, oleo- 
margarine, canned corn, tartaric acid, dis- 
tilled oleic acid, canned salmon, roofing slate 


' Testimony of July 12, 1957 before the Senate 
Subcommittee on Antitrust and Monopoly. 


* Ibid, July 13, 1957 


‘Gardiner C. Means, “Basic Structural Charac- 
teristics and the Problem of Full Employment,” The 
Structure of the American Economy, Part II, Na- 
tional Resources Planning Board, Washington, June, 
1940, p. 8. 


‘ National Resources Committee, The Structure of 
the American Economy, Part I. Basic Characteristics, 
A Report prepared under direction of Gardiner C. 
Means, U. S. Government Printing Office, Washing- 
ton, June 1939, p. 110. 


* “Senate Document No. 13,” op. cit., passim 
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(sea green), quicksilver, brass sheets, print 
cloth, etc.' The sharp declines in copper, lead, 
and zine prices in 1956-1957 also may be 
noted. 

Professor Richard Ruggles told the Senate 
Subcommittee on Antitrust and Monopoly on 
July 18, 1957, that his examination of price 
behavior had led him to the following conclu- 
sion: 


“Specifically, the administered price in- 
dustries were also the industries where 
direct costs were primarily wage costs. 
To the extent that materials entered, 
they were largely materials from the 
mineral industries, which in turn faced 
large and relatively inflexible wage costs. 


“In contrast, the industries that were 
considered not to have administered 
prices were in general those processing 
agricultural materials with a relatively 
small proportion of labor cost, such as 
food processing and textiles. In brief, 
I could find no support for the conclusion 
that prices were more inflexible in the 
administered price industries. 


“Instead, I found that in all industries 
prices tended to move quite closely with 
direct costs. In industries using agri- 
cultural raw materials, the greater fall 
in the prices of these agricultural ma- 
terials than in wages permitted prices 
to fall more than wages. In industries 
where this influence was not present, 
prices fell roughly in proportion to 
wages.” (Italics added.) 


Dr. Neal has suggested that prices should be 
divided into three categories, namely, “mar- 
ket prices, inflexible administered prices, and 
flexible administered prices.’’* This is a more 
useful description of the actual behavior of 
prices than the attempt to identify admin- 
istered prices as being only inflexible. 


Administered Prices Have Always 
Been Important in the Economy 


The fact that the term administered prices 
was coined during the early 1930’s does not 
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mean that this method of pricing first was 
introduced at that time. Actually, such prices 
have always been of primary importance in 
our country. Even when small business was 
of greatest importance, prices were admin- 
istered. This was true of the country store, 
of the prices of various services, of public 
utilities, of government pricing such as the 
postal service, and of manufacturing indus- 
tries. 

The long term existence of administered 
prices has been recognized by many students 
as the following quotations show: 


Thus, Rufus Tucker concluded: 


“There can be no doubt that in this 
country ever since 1790 our price struc- 
ture has included a large number of 
prices that remained unchanged for 
months or years at a time, side by side 
with prices that changed monthly, 
weekly, daily, or in recent years even 
hourly. Such figures as are available for 
England in the eighteenth and early 
nineteenth centuries show that there also 
the prices ‘of manufactured goods fre- 
quently remained unchanged for long 
periods, and never fluctuated as widely 
as the prices of agricultural products. 
The prices paid by hospitals for milk, 
salt, blankets, hats and shoes remained 
unchanged for many years at atime... 
rigid prices always existed; ... toa very 
large extent they were characteristic of 
the same articles of which they are now 
characteristic, and there is even very 
strong reason to believe that a hundred 
years ago... rigid prices were propor- 
tionally more numerous and more im- 
portant to the consumer than now.’”* 
(Italics added.) 


Similarly, Professor Frederick C. Mills has 
noted : 


1 See Jules Backman, “Price Flexibility and Changes 
in Production,” The Conference Board Bulletin, Feb- 
ruary 20, 1939, The National Industrial Conference 
Board, New York, pp. 52-54 

“ Neal, op. cit., p. 27. 

’ Tucker, op. cit., pp. 43, 47; see also Blair, op. cit., 
p. 107. 
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“Rigidities, inflexibilities, administered 
prices we have always had with us, along 
with prices determined in greater or less 
degree by the play of competition among 
buyers and sellers .. . it is probable that 
truly competitive prices never formed 
more than a small minority of the prices 
at which goods and services have ac- 
tually changed hands through the ages.” 
(Italics added.) 


Gardiner Means, in his July 12, 1957 tes- 
timony, recognized that “administered prices 
are not new. Even in Adam Smith’s day, ad- 
ministered prices were known.” However, he 
considered them to be “a minor factor in the 
largely agricultural economy” of those early 
years. 


H. S. Dennison and J. K. Galbraith have 
pointed out: 


“It is not a recent change from older 
forms of price making, but something 
which has characterized most of our 
more modern industries since their birth. 
The production of automobiles, steel, pe- 
troleum products, and a host of other 
goods has involved a measure of producer 
price jurisdiction from the beginning.’’* 
(Italics added.) 


The American economy has expanded vig- 
orously over the years despite administered 
pricing. In fact, the American economy made 
the adjustments required to achieve this 
growth under a system of administered 
prices, not under a system of free market 
prices, which existed primarily in economics 
text books. In evaluating the significance of 
administered pricing, this important point 
must be kept in mind. 

Clearly, administered prices cannot be 
eliminated from the economy. Although Means 
has been concerned about the adverse effects 
of administered prices on the economy, he 
has recognized that their elimination would 
have very harmful effects. Thus, he indicated 
that if we were to “pulverize industry” in an 
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effort to eliminate this type of pricing, “pro. 
ductive efficiency would have to be greatly 
impaired and a lower standard of living ac. 
cepted than is made possible by modern indus. 
trial organization and modern technology,” 
(Italics added.) 

In his July 12, 1957 testimony, Means stated 
that the measures required to eliminate ad. 
ministered pricing “would destroy the e‘fici- 
ency of modern industry. I do not believe that 
market prices, the maintenance of market 
prices, is consistent with modern industry,” 

There is general agreement, therefore, that 
administered pricing is an unavoidable and 
inevitable by-product of the developments 
which have contributed to the high American 
standard of living. 


The Term Administered Prices 
Should Not Imply Criticism 
of the Pricing Process 


The term administered prices describes a 
process of price making. It does not involve a 
judgment that either the process or the price 
charged is wrong. Critics and defenders of 
administered prices have agreed upon this 
point. 

In his testimony before the Senate Sub- 
committee on Antitrust and Monopoly on 
July 9, 1957, Dr. E. G. Nourse stated, “It is 
my considered opinion that the economic in- 
stitutions and business practices described as 
administered pricing grow naturally and 
properly out of the conditions of modern in- 
dustrialism and that they may be so used as 
to promote both economic growth and busi- 
ness stability vigorously and consistently.” 

In an earlier study Nourse and Drury 
stated, “.. . ‘administered price’ is not a term 
of reproach. It is merely a convenient way of 


1The American Economic Review, Supplement, 
March 1936, p. 64 


* Dennison and Galbraith, op. cit., p. 32. 


* “Senate Document No. 13,” op. cit., p. 13. 
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describing the facts of economic life as lived 
in the modern industrial world.’”! 

The Committee on Price Determination of 
the National Bureau of Economic Research 
noted that ‘““The term ‘administered price’ is 
illuminating if it is not interpreted to mean 
a particular kind of price behavior .. . .”” 

Gardiner Means testified on July 12, 1957 
that “Administered prices represent a way of 
doing business that leads to greater efficiency 
and higher standards of living. . . . Without 
this method of pricing, big efficient industry 
would find it almost impossible to operate. 
Administered prices are an essential part of 
our modern economy.” 

In an earlier article he had stated, “I am 
not saying that inflexible, administered prices 
are wrong. They seem to me inherent in mod- 
ern technology.””* 

J. K. Galbraith told the Senate Subcom- 
mittee on Antitrust and Monopoly on July 
11, 1957 that: 


“The analysis of the effect of this ability 
to administer the prices of an industry 
has been greatly handicapped by the 
conviction that it is somehow improper. 
Actually, such administration is not only 
possible but also inevitable when an in- 
dustry is in the hands of a relatively 
small number of firms. 


“And it is equally inevitable that a 
great many industries will be conducted 
by a comparatively small number of 
large firms. That is the nature of cap- 
italism wherever it is found. A large 
amount of price administration by pri- 
vate firms is thus part of the system. 
Those who deplore it are wasting their 
breath. The problem is to understand it 
and to live with it.” (Italics added.) 


The term administered prices is primarily 
useful as a method of describing the process 
of price making. As such it provides a de- 
scription of the method by which a price is 
determined. It does not indicate per se 


1075 


whether the price is too high or too low, 
whether it is fair or unfair. Instead of the 
interplay of large numbers of buyers and 
sellers determining the price in an auction 
market, an administrator or executive or a 
group of officials determines the price. But 
he doesn’t determine this price in a vacuum. 
He is not free to set the price at any level 
he may capriciously determine. On the con- 
trary, the penalty for errors in his judgment 
will be a loss of sales and of profits. 

In setting the price, the administrator 
must consider a host of factors including 
demand, costs, capital investment, prices of 
substitute products, nature of the product, 
government controls, competitors’ reactions, 
etc. The local grocer soon finds out that when 
he sets prices too high he loses business to 
the chain store and the supermarket. The 
steel industry finds that high prices mean a 
loss of volume to substitute materials. The 
railroad must be concerned about the trucker 
and the airplane. Natural rubber loses mar- 
kets to synthetic rubber when prices are set 
too high. 

The price administrator cannot and need 
not duplicate exactly the process performed 
by the market place. But he is nar- 
rowly circumscribed in his freedom of action 
by the broad forces of supply and demand 
affecting his products. Moreover, there is no 
choice as between administered prices and 
market prices for the overwhelming majority 
of products. The prerequisites for market 
price determination just are not present in 
our economy. Most industries do not have 
such a large number of buyers and sellers 
that a market price could be determined. 
Suppose, for example, that it were possible 
to “pulverize” the steel industry into the 
required large number of sellers (of course, 

‘ Nourse and Drury, op. cit., p. 9. 

“Cost Behavior and Price Policy,” op. cit., p. 273. 

*Gardiner C. Means, “Notes on Inflexible Prices,” 


The American Economic Review, Supplement, March 
1936, p. 35. 
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technological requirements make this im- 
possible), would or could the railroads sim- 
ilarly be reduced in size so that the market 
for steel rails both for buyers and sellers 
could approximate the theoretical require- 
ments of a market price economy? Or could 
the automobile industry be so splintered as 
to meet the requirement of a large number 
of buyers of steel sheets? To state these sup- 
positions is to show how unrealistic they are. 

How will the additional requirement of 
homogeneous products (which is met in the 
steel industry) be satisfied for furniture, 
automobiles, women’s clothes, canned peach- 
es, toothpaste and the host of other products 
which are predominant in the American way 
of life? 

The apparel industry can qualify for 
another prerequisite, namely, ease of entry 
into and exit from an industry. But how could 
this condition be met in steel, aluminum, and 
automobiles, where a huge capital investment 
is required to enter the business and large 
past sunk capital investment restricts the 
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ease of exit. Modern technology requires 
such enormous amounts of capital in many 
industries that there is an effective barrier 
to the freedom of new firms to enter an 
industry—or to leave it. 

It is clear that the conditions which modify 
perfect competition and theoretical market 
price determination will continue to prevail, 
Accordingly, prices will be set by adminis. 
trative action in the future as they have been 
in the past. And it is desirable to have a 
term to describe this pricing. The term ad- 
ministered price can be a very useful one as 
a description of the price making process for 
the products and services for which the 
prices are not set in an auction market. This 
usefulness is impaired when the term is also 
used as a synonym for some type of price be- 
havior which someone considers to be un- 
desirable or anti-social. There are other 
adjectives to cover such behavior—adjec- 
tives which are more descriptive and more to 
the point than the term administered. 
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Il. ADMINISTERED PRICES AND INFLATION 


SENATOR Estes Kefauver has stated that 
the Subcommittee on Antitrust and Monopoly 
« _. is trying to come to grips with what is 
probably the nation’s current Number One 
domestic economic problem—the problem of 
inflation. We are concerned particularly with 
the extent to which administered prices in 
concentrated industries may contribute to 
this problem.” Gardiner Means and J. K. 
Galbraith agreed with Mr. Kefauver that 
administered prices did contribute to the 
most recent price rise.' However, Means 
stated that he did “not believe that the area 
of discretion accompanying administered 
prices is likely to lead to runaway inflation 
unless a reckless monetary and fiscal policy 
is pursued.” 

Is inflation the result of rises in so-called 
administered prices? At the outset, it should 
be noted that this is a brand new theory. * 
So far as I know, no similar allegation was 
made in earlier periods of inflation, although 
administered prices also were of considerable 
significance during those periods. In fact, in 
the early postwar years the failure to raise 
these so-called administered prices as much 
as may have been warranted by the shortages 
then prevailing was a stabilizing influence 
which held down the magnitude of the post- 
war price rise.* Before we can determine 
what contribution, if any, is made by ad- 
ministered prices to inflationary pressures, 


we must understand the nature of inflation. 


Nature of Inflation 

Historically, the major price inflations in 
this country and in the rest of the world have 
been associated either with an excessive ex- 
pansion of money and credit or with large 
budgetary deficits for national governments 
or with some combination of both. The war- 


time and postwar inflations clearly were 
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attributable to these forces. During the war 
and postwar years, our federal government 
accumulated budgetary deficits in excess of 
$200 billion; and the money supply (demand 
deposits plus currency) of the country in- 
creased from $36.2 billion in 1939 to $134.7 
billion in April 1957—a rise of 272 per cent. 
With this explosive expansion of money and 
credit accompanying huge federal budgetary 
deficits, it is not surprising to find that the 
consumer price index has about doubled and 
that wholesale prices have increased about 
134 per cent. Approximately nine-tenths of 
this price rise had taken place prior to 1953 
and was the result of the monetary and fiscal 
inflation. Chart 1 shows the changes in prices 
and money supply since 1939. 

During the past two years these funda- 
mental forces of monetary and fiscal inflation 
have not been developing in our economy. In 
the fiscal year 1955-56, the federal govern- 
ment had a surplus of $1.6 billion in the 
executive budget and $4.5 billion in the cash 
budget. In the fiscal year which ended June 
30, 1957, the federal budget was in the black 
by $1.6 billion, while the cash budget had a 
surplus of $2.8 billion. Clearly, the most re- 
cent rise in prices cannot be attributed to an 
unbalanced federal budget. Some persons in- 
sist that the high level of government spend- 
ing is a primary factor in the rise in prices. 
That it plays a role is probable. However, we 

See their test‘mony before the Senate Subcommit- 
tee on Antitrust and Monopoly, July 11 and July 12, 
1957 

Gardiner Means told the Subcommittee “This is 
« new phenomenon—! do not find it anywhere in our 
history of prices.” 

Dr. Means noted that during World War II “mar- 
ket prices were less effectively controlled than ad- 
ministered prices” and that “they had a very con- 
structive influence.” In the postwar period, he found 
that administered pricing “probably acted as a very 
considerable brake” on inflation and that “business 
can retard an inflation arising from too much buy- 
ing power, as happened in the case of all prices 
immediately after the war."’ He also stated that 


after World War II, automobile companies “kept 
prices well below what the traffic would bear.” 
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Chart No. 1 


INDEXES OF WHOLESALE PRICES, CONSUMER PRICES and 
THE VOLUME OF MONEY (DEMAND DEPOSITS 
and CURRENCY) 1939—1957 


(1939 = 100) 
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Source: Prices—U. S. Department of Labor, Bureau of Labor Statistics 
Volume of Money—Federal Reserve Board 


cannot ignore the fact that when the govern- than an inflationary, influence on the 


ment on balance is taking more money from 
the private economy than it spends, which is 
the nature of a budgetary surplus, the gov- 
ernment is acting as a deflationary, rather 


economy. 

An examination of the changes in the 
volume of currency and bank deposits also 
fails to reveal renewed inflationary pressures. 
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TABLE 2 


Changes in Currency, Demand Deposits and 
Total Bank Loans, All Commercial Banks, 
Selected Dates, 1939-1957 


Demand 
Deposits 
Adjusted 


(billions of dollars) : 
eee 2s) DS 6.4 17.2 
Laeee ..;. TD 26.5 26.1 
. 1949 .... 85.8 25.4 43.0 
. 1954 .... 106.6 27.9 70.6 
. 1955 .... 104.5 26.7 72.9 
. 19665 .... 109.9 28.3 82.6 
. 1956 .... 106.1 27.0 85.3 
pagos....+ ILA 28.3 90.3 
@ Jee ie 27.4 91.0 


Currency 
Outside Total 
the Banks Loans 


Source: Board of Governors of the Federal Reserve 
System 

Between April, 1956 and April, 1957, cur- 
rency outside the banks increased from $27.0 
billion to $27.4 billion, an increase of about 
114 per cent, and demand deposits adjusted 
increased from $106.1 billion to $107.3 bil- 
lion, or a rise of only 1 per cent. In the pre- 
ceding year (April 1955 to April 1956), cur- 
rency outside the banks had increased by 
1.1 per cent and demand deposits by 1.5 per 
cent. (See Table 2.) An expansion of one per 
cent a year in money supply is about one- 
third the normal rate of increase. Hence, 
there has been no increase in inflationary 
pressures because of increases in the money 
supply. 

However, the dynamic nature of that 
money supply has changed. During the same 
two year period, commercial bank loans in- 
creased from $72.9 billion to $91.0 billion. ' 
The increase in loans has resulted in a more 
active use of demand deposits. This is shown 
by the increase in bank debits which indicate 
the velocity of demand deposits. 

Bank debits increased from $158.3 billion 
in April 1955 to $176.8 billion in April 1956 
and $192.6 billion in April 1957, or an in- 
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TABLE 3 


Bank Debits, All Reporting Centers, 
By Months, 1955-1957 


1956 1957 
(billions of dollars) 


187.4 204.4 
162.1 177.5 
189.8 197.2 
176.8 192.6 
185.6 197.2 
186.5 
181.3 
183.8 
167.2 
193.1 
185.2 
201.9 


Source: Board of Governors of the Federal Reserve 
System 


crease of 21.7 per cent for the two year 
period and 8.9 per cent for the year ending 
April 1957. This greater turnover of deposit 
money undoubtedly has contributed to the 
pressure for a price rise despite the relative 
stability of our total money supply. However, 
turnover of bank deposits is a result of busi- 
ness activity, not a cause of price rise. It is 
the boom which stimulates the velocity and 
the price rise. On balance it seems clear that 
there has been no significant impetus to in- 
flationary trends as a result of the changes in 
the federal budget or in the supply of money 
and credit. 


Factors Leading to Higher Prices 


The failure of the traditional inflationary 
forces to develop has led to a feverish search 
for the reasons for the price rise during 
the past two years. Examination of the 
wholesale price index shows that the major 


‘Other types of borrowings also have expanded 
sharply in the past two years. Mortgages on one to 
four family homes have increased from $75.7 billion 
at the end of 1954 to $99.1 billion at the end of 1956. 
During the same period consumer credit has risen 
from $32.3 billion to $41.9 billion. Total private debt 
increased from $342.6 billion to $415.7 billion. 
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Chart No. 2 


INDEXES OF 
REAL PRIVATE NON-FARM PRODUCT PER MANHOUR, ALL 
MANUFACTURING OUTPUT PER MANHOUR, AND ALL 
MANUFACTURING AVERAGE HOURLY WAGES, 1939—1956 
(1940 = 100) 
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Source: U. S. Department of Labor, Bureau of Labor Statistics 


areas of price rise have been in those indus- 
tries which have been most affected by the 
boom and/or those industries which have the 
highest proportion of labor costs to total cost. 

When wage and other labor cost increases 
are greater than productivity gains, the re- 
sulting higher unit labor costs create pres- 
sure for higher prices. Chart 2 shows the 
war and postwar trends in wages and pro- 
ductivity. The steadily widening spread as 
money wages have increased far more than 
productivity is readily evident. This situation 
has prevailed throughout the war and post- 


war period. It was also true in 1956. The 
actual rise in labor costs has been greater 
than shown in Chart 2 because average 
hourly earnings do not include important 
fringe benefits. 


According to the data now available pro- 
2 


ductivity gains in 1956 were relatively small.' 
Output per manhour for the nonfarm 
private economy showed no change in 
1956 
Output per manhour for all manufac- 
turing industries increased 2.7 per cent. 


Joint Economic Committee, Productivity, Prices, 
and Incomes, Washington, July 1957, p. 89. 
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While productivity gains. were lagging, 
wages and various fringe benefits rose sub- 
stantially. Thus, average hourly earnings 
were $1.88 in 1955 and $1.98 in 1956, an 
increase of 5.3 per cent. In addition, pension 
and welfare programs were liberalized and 
other fringe benefits such as supplemen- 
tary unemployment benefits (SUB) were 
paid. Total labor costs, therefore, rose by 
more than 5.3 per cent for all manufacturing 
industries in 1956. Clearly, labor costs rose 
more than productivity, thus leading to 
higher unit labor costs. According to esti- 
mates prepared by the U. S. Bureau of Labor 
Statistics, unit labor costs for the entire 
economy rose by 4.5 per cent in 1956.' In the 
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first five months of 1957, average hourly 
earnings in all manufacturing industries in- 
creased to $2.05, or a further rise of 314 per 
cent above the 1956 average level—and fur- 
ther increases in wages and fringe benefits 
became effective after May. These rising 
labor costs have played a significant role in 
the pressure for higher prices. 


Price Trends, 1955-1957 


During the past two years (May 1955 to 
June 1957), the consumer price index has 
risen 5.3 per cent and the wholesale price 
index has risen 6.8 per cent. Most of this rise 


1 “Productivity, Prices, and Incomes,” op. cit., p. 280. 


Chart No. 3 


PRINCIPAL COMPONENTS OF THE CONSUMER PRICE INDEX, 
ALL COMMODITIES vs. ALL SERVICES (Excl. Rent) 1939—1957 
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Note: 
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Source: U. S: Department of Labor, Bureau of Labor Statistics 

* All services includes such items as gas and electricity, dry cleaning and laundry, shoe repairs, telephone, public transporta- 
tion, medical services, beauty and barber shop services, domestic service, auto repairs, auto insurance and registration, 
water rates, postage, and movie admissions. It does not include residential rent 

* All commodities includes such items as food, apparel, solid fuel and fuel oil, housefurnishings, radio and TV, pre- 
scriptions and drugs, toilet goods, automobiles, tires, gasoline and motor oil, tobacco products, alcoholic beverages 
laundry soap and detergents, and newspapers 
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in wholesale prices occurred by the end of 
1956 as Table 4 shows. 


TABLE 4 


Wholesale Price Index, 1955-1957 
(1947-49=100) 


Non Farm Farm 
Total Index Non Food Products 


109.9 115.5 91.2 
111.3 119.8 82.9 
114.4 121.7 90.9 
116.3 124.7 88.9 
116.9 125.2 89.3 
117.0 125.5 88.8 
116.9 125.4 88.8 
117.2 125.4 90.6 
117.1 125.2 89.5 
June 1957 .... 117.4 125.2 90.9 
July 30, 1957 .. 117.9 125.5 92.8 


Source: U.S. Department of Labor, Bureau of Labor 
Statistics 


May 1955 
Dec. 1955 
May 1956 
Dec. 1956 
Jan. 1957 
Feb. 1957 
Mar. 1957 
Apr. 1957 
May 1957 


During the first seven months of 1957, the 
non farm, non food index (industrial prices) 
was relatively stable within the narrow range 
of 125.2 to 125.5. The nominal rise in the 
total index in 1957 reflected the moderately 
higher prices for farm products and pro- 
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cessed foods due in part to seasonal forces, 
Clearly, there has been no significant infla- 
tion in wholesale prices since the end of 
1956. 

In contrast, the consumer price index hag 
continued to move forward. The CPI roge 
from 114.6 in February 1956, the month from 
which the current rise started, to 118.0 in 
December. By June, 1957, the index had ad- 
vanced to 120.2. The changes in the main 
components of the index are shown in Table 5: 

From December 1956 to June 1957, the 
The 
major part of this increase was accounted 
for by the rise in food prices and housing 
(food, 1.0 point and housing 0.6 point). 
Transportation, medical and personal care, 
and reading and recreation accounted for the 
other 0.6 point increase reported during this 


consumer price index rose 2.2 points. 


period. 

The continuing rise in the consumer price 
index in 1957 has reflected a combination of 
two forces: the delayed effects of earlier 
rises in wholesale prices and, secondly, the 
rise in prices of services, some of which are 


TABLE 5 


Consumer Price Index, 1956-1957 
(1947-49 = 100) 


Per Cent Increase 


Feb. 1956 to Dec. 1956 to 
June 1957 June 1957 


Feb. 
1956 
114.6 
108.8 
120.7 


Dec. 

1956 

118.0 120.2 4.9 1.9 
112.9 116.2 6.8 2.9 
123.5 125.5 4.0 1.6 
134.2 135.0 2.7 0.6 
107.0 106.6 1.9 —0.4 
133.1 135.3 6.6 Ae 
134.7 137.9 5.3 2.4 
121.8 124.2 4.5 2.0 
109.3 111.8 4.0 2.3 
123.8 124.6 3.1 0.6 
112.0 112.3 0.3 


June 
1957 


All items 


Housing — total 

Housing — rent 

Apparel 

Transportation —e 
Medical care ............ 
Personal care 

Reading & recreation 
Other goods & services .... 
Gas and electricity 


104.6 
126.9 
130.9 
118.9 
107.5 
120.9 
111.7 


Source: U. S. Department of Labor, Bureau of Labor Statistics 
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primarily labor costs (e.g. medical care) 
and of others, which have been lagging 
behind the war and postwar inflation (e.g. 
public utility rates and rents). It does not 
appear to represent the emergence of new 
inflationary forces. Chart 3 shows separately 
the changes in the prices of goods and of ser- 
vices included in the consumer price index. 
The steady climb in the prices of services is 
readily apparent. It has been particularly 
important since 1951. 


Anatomy of Price Changes, 
1955-1957 


Table 6 shows the changes in the major 
components of the wholesale price index be- 
tween May, 1955 and May, 1957. The over-all 
price rise has been 6.6 per cent. But an ex- 
amination of the anatomy of the price rise 
shows it has been very uneven. Three major 
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groups of prices have risen more than 10 per 
cent (machinery and motive products, met- 
als and metal products, and fuel, power and 
lighting materials), while three major groups 
have actually declined (lumber and wood 
products, miscellaneous, and farm products). 
The industries with the largest price increases 
have been those most stimulated by the boom, 
particularly that in plant and equipment, 
and, in some instances, those industries with 
a relatively high labor content. 

The lagging tendencies of farm prices re- 
flect the huge surpluses accumulated in re- 
cent years while the decline in residential 
building was a primary factor in the price de- 
cline for lumber and wood products. Simi- 
larly, the relatively unchanged price level for 
textile products and apparel reflects the de- 
pressed conditions in those industries. Among 
the other industries with modest price rises, 


1 “Productivity, 
p. 280. 


Prices, and Incomes,” op. cit., 


TABLE 6 


Changes in Wholesale Prices, Major Groups, 
May 1955 to May 1957 


(1947-49 


Major Groups 


Machinery and motive products 

Metals and metal products 

Fuel, power and lighting materials 
Nonmetalic minerals, structural 

Pulp, paper and allied products 

Commodities other than farm products and foods 
Hides, skins and leather products 

All commodities 

Furniture, other household durables 

Rubber and rubber products 

Foods, processed 

Tobacco manufactures and bottled beverages 
Chemicals and allied products 

Textile products and apparel 

Farm products 

Miscellaneous 

Lumber and wood products 


100) 


Per Cent 
Increase or 
Decrease 


14.5 
13.2 
10.7 
9.6 
9.5 
8.4 
6.6 
6.6 
5.6 
4.9 
2.7 
2.4 
2.2 
0.4 
1.9 
2.1 
3.1 


~~ Index 
May 1955 
126.7 
132.5 
107.0 
123.2 
117.7 
115.5 
92.9 
109.9 
115.1 
138.0 
102.1 
121.6 
106.8 
95.0 
91.3 
91.4 
123.5 


May 1957 
145.1 
150.0 
118.5 
135.0 
128.9 
125.2 

99.0 
117.1 
121.6 
144.7 
104.9 
124.5 
109.1 

95.4 

89.5 

89.4 
119.7 


> 
Source: U.S. Department of Labor, Bureau of Labor Statistics. 
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rubber and rubber products reflected the de- 
cline in automobile output; tobacco manufac- 
tures and bottled beverages are industries 
with a very small labor content; chemicals 
and allied products also have less than aver- 
age labor costs as a per cent of the sales 
dollar. Thus, it appears that the level of 
prosperity in an industry and/or the relative 
importance of its labor costs provide the pri- 
mary explanations for the price behavior of 
the past two years. 

Table 7 shows the changes for the same 
price groups for the year from May 1956 to 
May 1957. The picture is essentially the same. 

Table 8 shows the changes for 44 subgroups 
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of products for the period from May 19565 to 
May 1957. This tabulation is particularly in. 
structive concerning the behavior of admin. 
istered prices during the period covered— 
and also the behavior of prices in concep. 
trated industries as compared with others, 
As the table shows some administered prices 
have risen sharply, while others have de. 
clined. 

An analysis of the May 1955-May 1957 
price changes also shows that for several 
finished goods, the administered prices roge 
more or declined less than the market prices 
of their important raw materials. 


TABLE 7 


Changes in Wholesale Prices, Major Groups, 
May 1956 to May 1957 





(1947-49 = 100) 
Per Cent 
May May Increase or 
Major Groups 1956 1957 Decrease 

Fuel, power and lighting materials 110.8 118.5 6.9 
Machinery and motive products 136.5 145.1 6.3 
Nonmetallic minerals, structural 128.6 135.0 5.0 
Furniture, other household durables 118.0 121.6 3.1 
Commodities other than farm products 

and foods 121.7 125.2 2.9 
Foods, processed 102.4 104.9 ‘ 
Tobacco manufactures and bottled 

beverages 121.6 124.5 2.4 
All Commodities 114.4 117.1 2.4 
Metals and metal products 146.8 150.0 2.2 
Chemicals and allied products 106.9 109.1 2.1 
Pulp, paper and allied products 127.3 128.9 1.3 
Rubber and rubber products 143.5 144.7 0.8 
Textile products and apparel 94.9 95.4 0.5 
Hides, skins, and leather products 100.0 99.0 —1.0 
Farm products 90.9 89.5 —1.5 
Lumber and wood products 128.0 119.7 6.5 
Miscellaneous 96.1 89.4 —7.0 





Source: U. S. Department of Labor, Bureau of Labor Statistics. 
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to TABLE 8 

n- Changes in Wholesale Prices, Subgroups, 

n- May 1955 to May 1957 

i. (1947-49 = 100) 

, __Index — pose 

. 1 si ae ic oss 1 Eo. 2, eee 

es Coal 100.4 123.3 22.8 

e. lron and steel 135.6 162.9 20.1 
Construction machinery and equipment 134.3 157.6 17.3 

7 Electrical machinery and equipment 126.5 148.2 17.2 

al Petroleum and products 111.5 129.8 16.4 
Clay products 137.0 155.0 13.1 

” Fats and oils, inedible 53.2 59.2 11.3 

es Paper 128.9 142.4 10.5 
Motor vehicles 122.0 134.7 10.4 
Agricultural machinery and equipment 121.5 132.3 8.9 
Footwear 111.4 121.1 8.7 
Prepared paint 114.8 124.7 8.6 
Furniture, household 113.1 122.4 8.2 
Concrete products 118.2 126.7 7.2 
Heating equipment 113.5 121.4 7.0 
Meats, poultry, and fish 85.7 91.5 6.8 
Dairy products and ice cream 104.0 110.7 6.4 
Chemicals, industrial 117.6 123.6 5.1 
Gas 111.0 116.5 5.0 
Hides and skins 53.3 55.8 4.7 
Tires and tubes 142.3 149.0 4.7 
Leather 85.0 88.8 4.5 
Wool products 106.1 110.9 4.5 
Beverages, alcoholic 114.7 119.6 4.3 
Gypsum products 122.1 127.1 4.1 
Toys, sporting goods 113.2 117.5 3.8 
Apparel 98.0 99.5 1.5 
Nonferrous metals 137.8 139.9 1.5 
Silkk products 123.2 124.7 1.2 
Television receivers 69.0 69.5 0.7 
Cotton products 90.3 90.7 0.4 
Livestock and live poultry 78.4 78.7 0.4 
Drugs and pharmaceuticals 93.2 93.3 0.1 
Cigarettes 124.0 124.0 0 
Fruits and vegetables, canned and frozen 104.1 103.5 — 0.6 
Appliances, household 106.5 105.1 —13 
Cereal and baking goods 118.3 116.5 —- 15 
Lumber 124.2 120.6 - 2.9 
Electricity 97.8 94.9 — 3.0 
Radio receivers and phonographs 94.7 91.1 — 3.8 
Fertilizer materials 113.1 107.2 — 62 
Man-made fiber textile products 86.9 81.8 — 5.9 
Grains 92.4 85.4 — 7.6 
Fruits and vegetables, fresh and dried 118.7 109.0 — 8.2 





Source: U. S. Department of Labor, Bureau of Labor Statistics 
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Price administered meats, poultry and 
fish prices rose 6.8 per cent as compared 
with the rise of only 0.4 per cent for mar- 
ket price determined livestock and live 
poultry. 


While market price determined grains 
declined 7.6 per cent, the price adminis- 
tered cereal and baking goods group fell 
only 1.5 per cent. 


Market price determined fresh and 
dried fruits and vegetables recorded a 
price decline of 8.2 per cent, while price 
administered canned and frozen vegeta- 
bles showed a small decline of 0.6 per 
cent. 


Nevertheless, there are also a number of 
interesting contrasts in price behavior during 
that two-year period. 


Coal' which has low concentration, 
high labor costs, and administered price 
had the largest rise, 22.8 per cent. Petro- 
leum and products, a competitive prod- 
uct, with a higher concentration ratio 
rose 16.4 per cent. On the other hand, 
highly concentrated, low labor content, 
price administered cigarettes showed no 
change in price; and lumber, an industry 
with many producers and administered 
prices, had a price decline of. 2.9 per cent. 


Hides and skins’ prices, which are 
market determined, rose 4.7 per cent, 
while price administered leather prices 
increased 4.5 per cent. 


Man-made fiber textile products’ prices 
declined 5.9 per cent, while the wool 
products’ prices advanced 4.5 per cent 
and cotton products rose 0.4 per cent. 
These products are all price administered 
and have similar degrees of concentra- 
tion although man-made fibers are highly 
concentrated. 


Electrical machinery and equipment 
prices increased 17.2 per cent while prices 
of television receivers increased 0.7 per 
cent, prices of household appliances fell 
1.3 per cent and prices of radio receivers 
and phonographs declined 3.8 per cent. 
In many instances these products are 
produced by the same companies. 
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Iron and steel products rose 20.1 per 
cent as compared with a rise of only 15 
per cent for nonferrous metals although 
both are price administered. 


Clay products’ prices rose 18.1 per cent 
as compared with a rise of 4.1 per cent 
for gypsum products which are more 
highly concentrated. 


Of the eleven groups of products for which 
prices did not increase between May 19565 and 
May 1957, nine are price administered in in- 
dustries with varying degrees of concentra- 
tion. 


Per Cent 
Change 
Industry in Prices 
Cigarettes 0 
Canned and frozen fruits 
and vegetables —0.6 
Appliances, household —13 
Cereal and baking goods —1.5 
Lumber —2.9 
Electricity -3.0 
Radio receivers and 
phonographs —3.8 
Fertilizer materials -§.2 
Man-made fiber textile 
products —5.9 


Only two groups of products for which 
prices declined are market determined: 


Per Cent 
Change 
Industry in Prices 
Grains —7.6 
Fresh and dried fruits 
and vegetables —8,.2 


While price administered products record- 
ed varying increases in this two-year period, 
it is significant that for nine industries, prices 
failed to rise despite the fact that they were 
administered. 


‘ Bituminous coal accounts for about 84 per cent of 
the coal price index. From May 1955 to May 1957 
bituminous coal prices rose 24.3 per cent while an- 
thracite coal prices rose 14.3 per cent. Anthracite 
coal production is more highly concentrated than is 
bituminous coal output. 
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Moreover, for four additional industries, 
prices rose less than one per cent. Only one of 
these industries had market determined 
prices (livestock and live poultry) while the 
following three industries were price ad- 
ministered : 

Per Cent 
Increase 


Drugs and pharmaceuticals 0.1 
Cotton products 0.4 
Television receivers 0.7 


In general, these fifteen industries, with 
price rises of less than one per cent or price 
declines, did not participate fully in the 1955- 
57 boom. This fact, rather than price admin- 
istration, explains price behavior in this area. 

On the other hand, the eight industries with 
price increases of 10.5 per cent or more gen- 
erally participated in the boom and were sig- 
nificantly affected by it. 

If the analysis is confined to the experience 
in the year May, 1956 to May, 1957, the wide 
diversity of behavior for administered prices 
is again evident. The data are shown in Table 
9. Some of the interesting exceptions to the 
administered price-inflation theme include 
the following: 


The largest price rise was for meats, 
poultry, and fish (11.4 per cent) and the 
largest decline was for nonferrous met- 
als (—12.6 per cent). Both groups of 
products have administered prices. Non- 
ferrous metals are highly concentrated. 
Market determined grain prices also 
recorded one of the largest declines. 


Fresh and dried fruits and vegetables, 
whose prices are largely market deter- 
mined, declined 2.5 per cent while the 
more concentrated price administered 
canned and frozen fruits and vegetables 
declined 5.3 per cent. 


Coal recorded a price rise of 10.2 per 
cent while cigarettes were unchanged in 
price. Petroleum and products had a 
price rise of 9.7 per cent. 
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Motor vehicles had a price rise of 4.3 
per cent while prices declined 1.8 per 
cent for tires and tubes. Both industries 
are highly concentrated and have ad- 
ministered prices. Prices of tires and 
tubes were adversely affected by the 
decline in automobile output. 


Hides and skins’ prices, which are 
market determined, fell 5.4 per cent 
while closely related administered price 
of leather declined 4.4 per cent. How- 
ever, administered price footwear rose 
0.9 per cent. It should be noted that the 
latter is an industry with low concen- 
tration. 


Cotton products prices declined 2.6 
per cent, prices of man-made textile 
fibres rose 1.9 per cent and prices in the 
wool products group increased 7.8 per 
cent. 


Electrical machinery and equipment 
prices rose 8.2 per cent, while the simi- 
larly administered prices of radio re- 
ceivers and phonographs rose 1.7 per 
cent, television receivers rose only 0.3 per 
cent, and household appliances a nominal 
0.1 per cent. The difference in the de- 
mand for the two groups of products pro- 
vided a more significant explanation of 
this diverse behavior than did the fact 
the prices are administered. 


Of the 44 subgroups included in the BLS 
wholesale price index, prices declined for 
twelve groups, were unchanged for two 
groups, and rose one per cent or less for six 
groups. Thus, in the year from May 1956 
to 1957, 20 out of the 44 subgroups had a 
price rise of one per cent or less or declined 
in price. 17 of these 20 industry groups had 
administered prices. 

The various comparisons cited above have 
been stressed because they provide important 
exceptions to the role assigned to price ad- 
ministration. They show that there is no 
simple or certain relationship between con- 
centration and price administration, on the one 
hand, and the direction or magnitude of price 
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TABLE 9 chal 
Changes in Wholesale Prices, Subgroups, of d 
May 1956 to May 1957 ferr 
(1947-49 = 100) the | 
——————$—————————$_$———$_ i, rela 
Subgroups eb at a a mea 
Meats, poultry, fish 82.1 91.5 114 tive 
Coal 111.9 123.3 10.2 and 
Petroleum and products 118.3 129.8 9.7 cige 
Electrical machinery and equipment 137.0 148.2 8.2 mer 
Iron and steel 150.8 162.9 8.0 nd 
Wool products 102.9 110.9 7.8 ; 
Construction machinery and equipment 146.6 157.6 7.5 
Clay products, structural 146.1 155.0 6.1 tha: 
Livestock and live poultry 74.4 78.7 5.8 min 
Prepared paint 119.1 124.7 4.7 C 
Agricultural machinery and equipment 126 5 132.3 4.6 con 
Paper 136.2 142.4 46 | 
Beverages, alcoholic 114.6 119.6 4.4 pan 
Motor vehicles 129.1 134.7 43 Th 
Concrete products 121.7 126.7 4.1 illu 
Furniture, household 118.0 122.4 3.7 ma 
Heating equipment 117.3 121.4 3.5 
Dairy products and ice cream 107.9 110.7 2.6 
Chemicals, industrial 120.8 123.6 2.3 
Man-made fiber textile products 80.3 81.8 1.9 
Electricity 93.2 94.9 1.8 
Radio receivers and phonographs 89.6 91.1 1.7 
Toys, sporting goods 115.8 117.5 1.5 
Drugs and pharmaceuticals 92.1 93.3 13 
Gas 115.4 116.5 1.0 
Footwear 120.0 121.1 0.9 
Cereal and bakery products 115.5 116.5 0.9 
Television receivers 69.3 69.5 0.3 
Appliances, household 105.0 105.1 0.1 
Apparel 99.4 99.5 0.1 
Cigarettes 124.0 124.0 0 
Gypsum products 127.1 127.1 0 
Silk products 125.0 124.7 — 02 
Fertilizer materials 109.1 107.2 1.7 
Fats and oils, inedible 60.3 59.2 1.8 
Tires and tubes 151.8 149.0 1.8 
Fruits and vegetables, fresh and dried 111.8 109.0 - 2.5 
Cotton products 93.1 90.7 +26 
Leather 92.9 88.8 — 4.4 
Fruits and vegetables, canned and frozen 109.3 103.5 — 5.3 
Hides and skins 59.0 55.8 - 5.4 
Grains 90.5 85.4 5.6 
Lumber 130.4 120.6 7.5 
Nonferrous metals 160.0 139.9 12.6 





Source: U.S. Department of Labor, Bureau of Labor Statistics. 
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change on the other. The depressed condition 
of demand (e.g. tires and tubes, lumber, non- 
ferrous metals), stimulation of demand (e.g. 
the influence of Suez on petroleum products), 
relatively large raw materials costs (e.g. 
meats, poultry and fish, leather), high rela- 
tive importance of labor costs (e.g. coal, iron 
and steel), relatively low labor costs (e.g. 
cigarettes, chemicals), the plant and equip- 
ment boom (e.g. machinery and equipment), 
and other factors provide more significant 
explanations for the recent behavior of prices 
than does the fact that most prices are ad- 
ministered. 

Of course, there are products which are 
concentrated, have administered prices, and 
also have had larger than average price rises. 
The point that is underlined by these many 
illustrations, however, is that there are also 
many concentrated industries in which ad- 
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ministered prices have shown only small 
changes. Industries with low concentration 
and administered prices have recorded simi- 
lar differences in price behavior. 

In the light of the differences in behavior 
among “various concentrated industries 
with administered prices,” it is difficult to 
understand how price administration per se 
can be responsible for the general price rise 
of the past year or two. Where other condi- 
tions have either favored or compelled the 
price rise, administered prices have risen. 
And where these other conditions have not 
favored a price rise, administered prices 
have failed to rise. Market determined prices 
have shown a similar responsiveness. The 
primary pressures and responsibilities for 
price behavior, therefore, are found in these 
other factors, not in the fact of price ad- 


ministration. 
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Ill. ADMINISTERED PRICES AND ECONOMIC STABILITY 


A BASIC criticism of administered pricing 
has been the charge that such pricing impedes 
the automatic or self-correcting changes in 
the economy. It is suggested that the failure of 
administered prices to decline more sharply 
in periods of recession prevents the adjust- 
ments which can take place in a flexible 
market economy and leads to deeper depres- 
sions. Currently, this type of pricing is being 
criticized as creating inflationary pressures 
which in turn will lead to new instability in 
our economy. 

Dr. Means has stated that administered 
prices “impede economic functioning.’ In 
contrast, Professor Alvin Hansen has pointed 
out, “The price dispersion is not the cause of 
the depression. It is a result of the decline in 
the national income and in employment. .. .’’”* 

That the disparity which develops between 
administered prices and market prices during 
periods of recession is not the cause of the 
recession was clearly indicated by Dr. Means 
in his summary of the behavior of the two 
types of prices before the Subcommittee on 
Antitrust and Monopoly on July 12, 1957: 


“Indeed one might say that in the period 
of high employment and price stability 
from 1926 to 1929, market and adminis- 
tered prices were in relative balance with 
each other, that with depression they got 
out of balance, came back toward balance 
in 1937, were out of balance in 1938 and 
returned to balance along with full em- 
ployment under the impact of war de- 
mand. 


“I emphasize this matter of balance 
because it seems to me more than fortu- 
itous. The two indexes were in nearly the 
same relation in the high employment 
and stable price period 1913-1914 as after 
the First World War in 1926 to 1929 in 
spite of the great price changes which 
occurred between these periods. 





“And again after the Second Worl 
War and the Korean War, the two jp. 
dexes assumed nearly the same relation 
in the high employment stable-price pe. 
riod of 1953 to 1955.” 


It is clear that recessions in economic 
activity develop despite the “balance” be. 
tween the two sets of prices during periods of 
high-level activity. And recovery develops 
from depressed levels despite the lack of bal. 
ance between the two sets of prices at such 
times. In the face of this historic record, it 
is difficult to understand how administered 
prices are the cause of wide economic fluctu- 
ations. It is evident that the required adjust. 
ments take place in our economy despite the 
inflexibility of some administered prices, al- 
though there is no way to determine whether 
the process of adjustment is faster or slower, 

In connection with the various criticisms 
made of administered pricing, several points 
must be kept in mind in order to maintain 
some perspective concerning the significance 
of administered pricing: 


1. Administered prices have always been 
the major type of pricing in our econ- 
omy. 


to 


Nevertheless, despite periodic inter- 
ruptions to the long term trend, our 
economy has experienced a rate of 
growth and a rising standard of liv- 
ing which is the envy of the world. 


3. The interruptions to this growth, 
namely recessions and depressions, 
have usually been of brief duration. 
The major depressions have usually 
followed major wars and have been 

1 Gardiner C. Means, “Notes on Inflexible Prices,” 


The American Economic Review, Supplement, March, 
1936, p. 32. 

2 Alvin H. Hansen, “Price Flexibility and the Full 
Employment of Resources,” in The Structure of the 
American Economy, Part II, National Resources 
Planning Board, Washington, June, 1940, p. 29. 
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the direct result of the dislocations 
accompanying those wars (for ex- 
ample, the 1870’s and 1930's). 


Most recessions have been small in 
depth and in duration. It is not true 
that smali declines have been con- 
verted into deep depressions because 
of the alleged inflexibility of admin- 
istered prices. The most recent illus- 
trations are found in the modest re- 
cessions of 1948-49 and 1953-54. 


Students of the business cycle usually 
attribute our periodic recessions to a 
wide variety of causes including ex- 
cessive expansion of credit, excessive 
inventory accumulation, the relation- 
ship between savings and investment, 
underconsumption, wars, and other 
factors. Administered pricing is not 
given much significance in lists of 
causal forces of the business cycle. 


Cyclical Price Behavior 


It is sometimes stated that administered 
prices lag on the decline but rise more than 
other prices during periods of rising prices. 
John M. Blair, for example, has referred to 
“This practice of lowering prices less in de- 
pression and raising them more in prosper- 
ity... .” ' There is little historic support for 
this charge. 

Unfortunately, data for administered 
prices alone are not readily available. But 
Means, Blair, and others have used this term 
interchangeably with inflexible prices. It is 
of interest, therefore, to check the changes in 
inflexible prices during past cyclical swings. 

The relative changes of prices in terms of 
their inflexibility (defined in terms of the 
frequency of price change) was measured by 
the National Resources Committee for the 
1920-21 depression and the 1921-23 recovery. 
The frequency of change was based on the 
1926-33 experience. The estimated changes 
for five groups of products are shown in 
table 10: 


TABLE 10 


Price Changes for Flexible and 
Inflexible Prices, 
1920-1923 


Range of Price 


Change Per Cent Change 


1920-21 1921-23 
A 0-7 -12.3 —10.2 
B 8-16 —26.6 —11.1 
Cc 17-34 —33.3 6.7 
D 35-77 —38.8 8.6 
E 78-95 45.4 14.5 


Wholesale 
Price Index 


Group Frequency* 


—36.8 2.7 


* Based on the number of monthly changes in the 
eight year period, 1926 to 1933. 


Source: National Resources Committee, The Struc- 
ture of the American Economy, Part 1, Washington, 
June 1939, p. 147. 

In this tabulation the most inflexible prices 
are in Group A, the most flexible in Group E. 
It will be noted that Group A prices declined 
the least in the 1920-21 period. The magni- 
tude of decline increased as we progress to 
the most flexible prices in Group E. The re- 
verse experience occurred in the 1921-23 
recovery. However, in that period, inflexible 
prices (Groups A and B) continued to decline 
while flexible prices increased. No support 
for the smaller decline-larger rise thesis is 
found in that experience. 

In April, 1951, the U. S. Department of 
Commerce reported the movement of whole- 
sale prices in three groups: inflexible, flexi- 
ble, and neither flexible nor inflexible. The 
groupings were based on the classification set 
up by the National Resources Committee in 
the study cited above. The changes in these 
three indexes for selected dates are shown in 
Table 11: 


1John M. Blair, Seeds of Destruction, Covici, 
Friede, New York, 1938, p. 124. 
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TABLE Il 
Wholesale Prices, Selected Dates, 
1929-1951 
Inflexible Neither Flexible 
___(1926-29=100) 

1929 98.3 98.2 99.8 
1932 87.3 71.4 49.6 
1933 86.0 73.9 57.1 
1937 94.5 89.0 83.6 
1939 95.1 85.9 72.6 
June 1946 112.6 120.4 133.9 
Sept. 1948 147.7 167.0 191.3 
March 1949 150.5 164.8 178.7 
June 1949 148.8 158.9 168.3 
Sept. 1949 147.4 157.5 171.1 
June 1950 149.0 159.3 178.1 
Jan. 1951 168.2 187.4 213.5 

Period — Per Cent Change 
1929-32 — 112 — 27.3 .— 6038 
1932-37 + 82 + 246 + 68.5 
1937-39 + 06 — 35 — 13.2 
1939-Sept. 1948 + 55.3 + 944 4163.5 
Sept. 1948- 

Sept. 1949 —- 02 — 567 — 10.6 
Sept. 1949- 

Jan. 1951 + 14.1 + 19.0 + 24.8 


In the lower half of the Table, the changes 
in each of the three groups of prices are shown 
for the various periods of decline and expan- 
sion between 1929 and 1951, the last date for 
which these data were available. In every 
period, inflexible prices declined less or in- 
creased less than did flexible prices. The U. S. 
Department of Commerce commented on the 
1929-37 experience as follows: 


“Prices in the inflexible group tended to 
lag behind other prices in the downward 
phase of the business cycle, as in 1929-32 
when prices in the inflexible group de- 
creased somewhat more than one-tenth 
compared with one-half in the flexible 
group. The movement during an upturn 
was typically characterized during the 
1936-37 recovery when prices in the in- 
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flexible group rose considerably less thay 
prices in the other groups.” 


During the 1937-39 recession, the inflexibje 
price group rose fractionally while flexible 
prices fell by 13.2 per cent. In the war and 
early postwar inflation which reached its pre. 
Korean peak in September, 1948, the rise jp 
inflexible prices lagged far behind that for 
flexible prices; the respective increases were 
55.3 per cent and 163.5 per cent. How much 
more severe would our war and postwar jn. 
flation have been if inflexible prices had 
joined fully the sharp rise in flexible prices? 
And how much greater would the possibility 
have been for a severe postwar readjustment 
instead of the mild recession we had in 1948. 
49? Certainly, during that period there was 
no support for the larger price rise theory, 

In the 1948-49 recession, inflexible prices 
again fell less than did flexible prices—having 
risen only about one-third as much in the pre- 
ceding inflation. That this development may 
have contributed to the shallowness of the 
1948-49 decline (instead of accelerating it as 
the Means thesis would indicate), has been 
suggested by the U. S. Department of Com- 
merce in its comment on these trends: 


“The stability of these [inflexible] prices 
... Was a bolstering factor in the renewal 
of business purchasing for inventories 
and of capital expansion programs which 
accompanied the upturn in industrial 
production in late 1949 and early 1950. 
Realization that the downturn in prices 
was limited in degree and scope and that 
many prices, such as those in the impor- 
tant iron and steel product group, re- 
mained unaffected meant that business 
purchasing could proceed without fear 
of losses incurred by price declines.’”” 


Inflexible Prices and Stability 
The U. S. Department of Commerce is not 


alone in its conclusion that the relative stabil- 
ity in inflexible prices may mitigate insta- 


' Survey of Current Business, April, 1951, p. 9. 
* Ibid., p. 10. 
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bility in the economy. Thus, J. R. Hicks, the 
well-known English economist, has stated: 


“In most communities there is a large 
number of prices which, for one reason 
or another, are fairly insensitive to eco- 
nomic forces, at least over short periods. 
This rigidity may be due to legislative 
control, or to monopolistic action (of the 
sleepy sort which does not strain after 
every gnat of profit, but prefers a quiet 
life). It may be due to lingering notions 
of a ‘just price.’ The most important class 
of prices subject to such rigidities are 
wage-rates ; they are affected by rigidity 
from all three causes. They are particu- 
larly likely to be affected by ethical no- 
tions, since the wage-contract is very 
much a personal contract, and will only 
proceed smoothly if it is regarded as 
‘fair’ by both parties. But, for whatever 
cause rigidity occurs, it means that some 
prices do not move upward or downward 
in sympathy with the rest—they may 
consequently exercise a stabilizing influ- 
ence’’.' (Italics added.) 


Similarly, Professor Alvin H. Hansen has 
stated : 


“If in industry as a whole, and particu- 
larly in the capital goods and durable 
consumers’ goods industries, prices and 
wages were reduced drastically to an ex- 
tent commensurate with the decline in 
the prices of cyclically flexible commodi- 
ties—agricultural and other raw mate- 
rials—it is to be expected that by and 
large such price and wage declines would 
merely reduce the gross volume of mone- 
tary expenditures made in the capital 
goods and durable consumers’ goods 
area, without appreciably affecting the 
physical volume of output. Since these 
cost payments are also income receipts 
of individuals, incomes fall along with a 
decline in costs. In these circumstances 
the effect of the price reduction is merely 
to accelerate the decline in the national 
income and thus intensify the downward 
movement in business activity. More- 
over, the uncertainty created by the dis- 
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ruption of reasonable stability and nor- 
mality with respect to the industrial 
price and wage structure would only 
serve to intensify the already unfavor- 
able business expectations engendered by 
the decline in investment... . 


“Cyclical price flexibility all around, 
including administered prices and wage 
rates in addition to agricultural prices, 
under the conditions prevailing at the 
end of a boom, might well accelerate the 
downswing. The expectation by business 
and consumers that prices will fall tends 
to generate a cumulative decline in ex- 
penditures and to intensify the down- 
swing... . 

“The deflationary movements cannot 
be remedied by chasing administered 
prices and wage rates down to the level of 
agricultural and other flexible prices .... 

“So far as the cycle is concerned, a 
downward adjustment of rigid prices for 
the economy as a whole is not an ade- 
quate remedy, and, indeed, under many 
circumstances might well be positively 


harmful.’ (Italics added.) 


As Hicks and Hansen point out, price 
changes have effects upon income. The 
changes in income, in turn, influence the level 
and composition of demand. It must always 
be kept in mind that a business or industry 
experiences a two way flow of income: its 
receipts and its payments. Business receipts 
are determined by the combination of prices 
and volume. If prices are cut and volume 
does not increase in inverse proportion (that 
is, if the demand is not elastic), then the total 
receipts will decline. As the total amount 
available to be paid out is reduced, there is 
an accompanying reduction in incomes re- 
ceived either by workers, management, stock- 
holders, material suppliers, by other income 


J. R. Hicks, Value and Capital, Second Edition, 
1 
i 


The Clarendon Press, Oxford, 1946, p. 265. 

Alvin H. Hansen, “Price Flexibility and the Full 
Employment of Resources,” in The Structure of the 
imerican Economy, Part II, National Resources 
Planning Board, Washington, June 1940, pp. 29, 30 
and 33. 
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recipients or by some combination of the 
groups connected with that industry. 

The net impact on the economy will be de- 
termined by how the money saved by custom- 
ers as a result of the lower price is spent as 
compared with how the recipients within the 
industry would have spent it. In any event, it 
is clear that the money not spent for a prod- 
uct by customers when prices decline is not 
all a net addition to total spending power. 
Consideration must be given to the offsetting 
curtailment of spending by other groups. 

Moreover, the psychological effects of a 
spiral of declining prices cannot be ignored. 
Declining prices breed the hope of further 
price declines and encourage the withholding 
of new purchases both by industrial and pri- 
vate consumers. Such expectations may read- 
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ily accelerate the rate of downturn in the 
economy with the accompanying unemploy. 
ment of resources. When consumers see price 
stability they are encouraged to purchase 
enough to meet their needs rather than to live 
off stocks or inventories and to postpone pur. 
chases. 

The long term record of growth in ou 
economy, the typical moderate recessions, and 
the identifiable nature of the forces which 
have led to the severe depressions (the im. 
balances arising from war and the resulting 
excessive expansion of money and credit), in. 
dicate that there is greater merit to the Hicks. 
Hansen appraisal of the constructive contri- 
bution made by inflexible prices than to the 
model of a downward spiral of contraction 
suggested by Means and Blair. 
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IV. CHANGES IN PRICES AND IN PRODUCTION 


ApMINISTERED prices contribute to eco- 
nomic instability, it is claimed, because dur- 
ing periods of declining activity, these prices 
are inflexible. In turn, the argument runs, 
demand falls off and production is reduced 
excessively. The result is rising unemploy- 
ment. Gardiner Means has stated, in connec- 
tion with the post-1929 decline, “Indeed, the 
whole depression might be described as a 
general dropping of prices at the flexible end 
of the price scale and a dropping of produc- 
tion at the rigid end with intermediate effects 
between.” 

Comprehensive studies of these relation- 
ships were made for the 1929-1933 depression 
experience by Thorp and Crowder and Nelson 
and Keim for the Temporary National Eco- 
nomic Committee, by E. M. Doblin, and by 
the present writer for the National Industrial 
Conference Board. The conclusions of these 
studies are summarized in Appendix B. There 
was agreement that there had been little rela- 
tionship between changes in production and 
prices during that depression and that other 
factors than price had played a more signif- 
icant role in causing the differing patterns of 
reported production decline. The Crowder- 
Thorp study also showed that this conclusion 
applied to the experience during the 1933-37 
recovery. 

Comprehensive studies of price-production 
relationships are not available for subsequent 
periods of recession, such as 1937-38, 1948- 
49, or 1953-54. To fill this gap and to provide 
more recent data, studies have been made of 
the relationships in manufacturing and min- 
ing and in the steel industry. 


Changes in Production and 
Administered Prices, Manufacturing 
and Mining Industries 


The earlier studies of price-production 
relationships included products with admin- 


istered prices and market prices. However, 
products falling in the former category were 
so much more numerous that they dominated 
the surveys and determined the results. It 
is probable, therefore, that if products with 
market prices were excluded from these 
studies, the conclusions would still apply to 
the remaining products with administered 
prices. 

This assumption is supported by a study 
of the experience in the most recent two re- 
cessions, namely, 1948-49 and 1953-54. The 
relationships between changes in production, 
as shown by the components of the Federal 
Reserve Board index of industrial produc- 
tion, and changes in wholesale prices re- 
ported by the U. S. Bureau of Labor Statis- 
tics have been examined. All of the products 
included in this study have administered 
prices. 

Annual data were used for both periods 
as was done in other studies made in the 
past (See Appendix B). The use of annual 
data avoided the problem of seasonal price 
movements for some products and the prob- 
lem of adequacy of Federal Reserve Board 
seasonal adjustments in some instances. A 
check of the changes in the components of 
the FRB index from July 1953, when the 
total index reached its peak, to July 1954, 
when it was at its low point, results in essen- 
tially the same picture as is shown by the 
annual data. 

In connection with this analysis, the fol- 
lowing limitation of the data must be kept 
in mind. The coverage of the FRB and BLS 
indexes is not identical. The Federal Reserve 
Board? index includes industry groups and 
subgroups based on the Standard Industrial 
Classification. 


'“Senate Document No. 13,” op. cit., p. 8. 

2 “Revised Federal Reserve Monthly Index of In- 
dustrial Production,” Federal Reserve Bulletin, De- 
cember 1953, pp. 1247-1328. 
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The U. S. Bureau of Labor Statistics 
wholesale price index! includes individual 
products and is not based on the Standard 
Industrial Classification. However, groups 
of related product prices tend to give a gen- 
eral picture of the trend in prices .for an 
industry. Thus, even though many of the 
price and production indexes do not match 
precisely, there appears to be enough simi- 
larity in the various categories to make the 
comparisons valid. 

This analysis started with the 175 indus- 
tries contained in the monthly industrial 
production index. The descriptions of these 
industries and the products included in the 
wholesale price index were examined and the 
most closely related groups in the two in- 
dexes were matched. 

In addition to the 175 groups, the FRB 
index contains a number of subgroups. Thus, 
for example, fabricated metal products is 
shown as one group. But the components of 
this group are structural metal parts, stamp- 
ings and miscellaneous metal products, tin 
cans, and furnaces, gas ranges and heaters. 
Where price data could be obtained for such 
component groups, those production indexes 
were used. In the illustration cited above, 
both price and production data were avail- 
able for the four component fabricated metal 
products and hence the data were shown for 
each group separately and the composite 
group was omitted. 

Where such data were not available, the 
data for the broader group was used. Thus, 
for hosiery, subgroups are available show- 
ing production of full fashioned hosiery and 
seamless hosiery. However, the same break- 
down was not available in the BLS price 
data and hence, comparisons were made for 
the entire group. 

The present survey includes 49 of the 
major components of the FRB index. In 
addition, it includes 35 subgroups which are 
listed under 17 other components. Thus, 66 
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out of the 175 components are represented 
in this survey. These 84 industries and jn. 
dustry subgroups accounted for 64.4 per 
cent of the weighted importance of the jp. 
dustrial production index. The experience 
in the 1948-49 and 1953-54 recessions is dis. 
cussed below. 


1948-49 Period 


During the 1948-49 recession, the Federal 
Reserve Board industrial production index 
declined 6.7 per cent, the nonfarm nonfood 
wholesale price index declined 2.0 per cent, 
and processed foods prices declined 9.8 per 
cent. Table 12 and Chart 4 show the changes 
in production and in prices for 83 related 
industries during that period. Prices rose 
for 40 groups of products and declined for 
42 groups; price was unchanged for one 
group. Production increased for 19 in- 
dustries, was unchanged for 5, and declined 
for 59 industries. As is clear from the data, 
there was little or no relationship between 
the changes in prices and the magnitude of 
changes in production. 


For the forty groups for which prices 
increased, output increased in nine in- 
dustries and was unchanged in four 
others. In other words, for one industry 
in three with price increases, output 
did not decline. The forty-two price 
declines were accompanied by ten in- 
creases in output or fewer than one out 
of four. 


Prices rose more than 5 per cent in 
eleven industries in which the changes 
in production ranged between an in- 
crease of 31.2 per cent and a decrease of 
26.7 per cent. Production declined in 
eight of these industries, it was un- 


1“The classification system of the wholesale price 
index is essentially based on products or commodities 
rather than on industry, source, or end use. It does 
not exactly match either the Standard Industrial 
Classification, the Standard Commodity Classifica- 
tion, or the United Nations Commodity Classifica- 
tion.” U. S. Department of Labor, Bureau of Labor 
Statistics, “Techniques of Preparing Major BLS 
Statistical Series,” Bulletin No. 1168, Washington, 
December 1954, p. 85. 
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Chart No. 4 


CHANGES IN PRODUCTION AND IN PRICES 
MANUFACTURING AND MINING INDUSTRIES 


1948-1949 
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Per Cent Change in Production 1948-1949 
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Prices—U. S. Department of Labor, Bureau of Labor Statistics 
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TABLE 12 


Changes in Production and in Prices, 
Manufacturing and Mining Industries, 


PRICES! 





Product 


Iron ore 

Glass containers 

Tin cans #2 

Pig iron, basic 

Semifinished and finished steel 

Passenger cars 

Aluminum ingot 

Coke 

Aluminum rods and sheet 

Agricultural machinery and equipment 

Oilfield machinery and tools 

Flat glass 

Inorganic chemicals 

Fire clay brick 

Face brick and building brick 

Foundry and forge shop 

Motor trucks 

Pennsylvania anthracite coal 

Newsprint 

Commercial furniture 

Cigarettes 

Mixed fertilizers 

Portland cement 

Sugar, cane, granulated, domestic, 
refined 

Soft surface floor coverings 

Electrical machinery and equipment 

Millwork 

Heating equipment 

Concrete products 

Wool products, broadwoven fabrics 

Building board 

Plastic materials 

Gasoline 

Natural gas 

Malt beverages 

Printing paper 

Wool yarn 

Prepared paints 

Cigars 

Nonalcoholic beverages 

Synthetic rubber 

Ice cream 

Prepared asphalt roofing 

Sanitary papers and health products 

Distilled spirits 

Canned and frozen fruits and 
vegetables 

Writing paper 





1U. S. Department of Labor, Bureau of Labor Statistics. 


2 Federal Reserve Board. 











1948-1949 
PRODUCTION? 

Per Cent Per Cent 
Change Industry Change 
+ 19.1 Iron ore — 15.7 
+ 12.3 Glass containers — 82 
+ 10.7 Tin cans + 10 
+ 10.5 Pig iron —114 
+ 83 Steel — 182 
+ 8.1 Autos + 312 
+ 8.0 Aluminum — 25 
+ 17.0 Coke — 142 
+ 6.8 Aluminum mill shapes — 26.7 
+ 6.8 Farm machinery — 09 
+ 6.6 Oil and gas well drilling 0 
+ 49 Flat glass vitreous products — 85 
+ 48 Basic inorganic chemicals + 20 
+ 48 Clay, firebrick, pipe and tile — 105 
+ 4.4 Brick — 56 
+ 4.1 Ferrous castings and forgings — 20.2 
+ 41 Trucks — 27.0 
+ 3.9 Anthracite coal — 24.8 
+ 3.5 Newsprint consumption + 69 
+ 3.2 Fixtures and office furniture — 86 
+ $3.1 Cigarettes — 10 
+ 3.0 Fertilizers 0 
+ 2.7 Cement + 29 
+ 2.7 Cane sugar + 96 
+ 2.6 Woven carpets — 19.1 
+ 2.5 Electrical apparatus and parts — 96 
+ 24 Millwork — 112 
+ 2.4 Furnaces, gas ranges, and heaters — 243 
+ 23 Concrete and plaster products — 09 
+ 1.5 Wool fabrics . — 16.2 
+ 14 Building paper and board — 23.2 
+ 14 Plastics materials + 61 
+ 1.4 Gasoline + 39 
+ 1.2 Natural gas + 49 
+ 12 Beer and ale 0 
+ 0.9 Printing paper — 58 
+ 0.9 Wool apparel yarns — 143 
+ 0.9 Paints — 12.5 
+ 08 Cigars — 3.0 
+ 0.2 Bottled soft drinks 0 

0 Synthetic rubber — 18.1 
— 0.1 Ice cream — $1 
— 03 Asphalt roofing and siding —111 
— 0.4 Sanitary paper products + 59 
— 0.4 Liquor distilling — 27.6 
— 0.6 Canned and frozen foods + 3.0 
— 0.9 Fine paper —117 


Produc 
Bitum 
House 
Crude 
Foot 
Fabri 
Synth 
Laun¢ 
and 
Tires 
Paper 
Televi 
Unde 
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Coppe 
Appa) 
Paper 
Appa: 
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Coppe 
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Beef 

Keros 
Lead, 
Distil 
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Soap 

Butte 
Syntl 
Milk, 
Lubr 
Resic 
Tallo 
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TABLE 12 (continued) 


PRICES! 


Product 


Bituminous coal 

Household furniture 

Crude petroleum 

Footwear 

Fabricated structural metal products 

Synthetic fibers 

Laundry equipment and refrigerators 
and freezing units 

Tires and tubes 

Paperboard 

Television and radio receivers 

Underwear and nightwear and knit 
outerwear 

Copper water tubing 

Apparel, men’s and boys’ 

Paper bags and shipping sacks 

Apparel, women’s, misses’ and juniors’ 

Cattlehide leathers 

Lumber 

Zine, slab 

Wood pulp 

Pork, fresh, loins 

Secondary metal and alloy shapes 

Copper ingot, electrolytic 


Per Cent 
Change 


1.1 
1.3 


« 
« 


1. 
1. 
A 
1. 


9.2 
9.6 
1.0 


—11.7 
— 12.6 


Cotton products — 12.7 


Plywood 


— 12.7 


Beef — 13.8 


Kerosene 

Lead, pig 

Distillate fuel oil 

Hosiery 

Soap and synthetic detergents 


— 14.0 
— 14.9 
— 15.0 


0 


— 18.3 


Butter — 18.6 


Synthetic textiles, broadwoven goods 
Milk, powdered 

Lubricating oil 

Residual fuel oil 

Tallow and grease 


2 Federal Reserve Board. 


— 19.5 
— 20.9 
— 40.7 
— 40.7 
— 60.6 


1U. S. Department of Labor, Bureau of Labor Statistics. 
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Industry 


Bituminous coal 
Household furniture 
Crude oil 

Shoes and slippers 
Structural metal parts 
Synthetic fibers 


Laundry and refrigeration appliances 
Auto, truck and bus tires 

Paperboard 

Radio and television sets 


Knit garments 

Copper mill shapes 

Men’s outerwear 
Shipping containers 
Women’s outerwear 
Cattlehide leathers 
Lumber 

Zine 

Wood pulp 

Pork 

Secondary nonferrous metals 
Copper refining and smelting 
Cotton consumption 

Soft plywood 

Beef 

Kerosene 

Lead 

Distillate fuel oil 

Hosiery 

Soap and allied products 
Butter 

Synthetic fabrics 
Concentrated milk 
Lubricating oil 

Residual fuel oil 
Vegetable and animal! oils 


sss 


changed in one, and rose in two others. 


Prices rose between 1.0 per cent and 2.0 
per cent in six industries. The range 
of production changes was from an in- 
crease of 5.1 per cent to a decrease of 
23.2 per cent. There were two in- 
creases in production, three declines, 
and one industry with no change. 


Prices declined 15 per cent or more in 
nine industries in which the changes in 
production ranged between an increase 


of 16.3 per cent and a decrease of 11.5 
per cent. For six of the nine industries, 
production declined and one industry 
had no change; in four industries the 
decline was relatively greater than the 
average decline in total industrial pro- 
duction. 


There were eight price declines between 
10.0 per cent and 14.9 per cent. For 
these industries, the changes in output 
ranged between an increase of 6.3 per 
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cent and a decline of 26.9 per cent. For 
five of these eight industries, output de- 
clined despite the more than average 
declines in prices; for four industries 
the decline in production exceeded that 
in the total index. 


There were eight price declines between 
5.0 per cent and 10.0 per cent with 
an accompanying range of production 
changes between an increase of 2.0 per 
cent and a decline of 23.9 per cent. For 
six of these eight industries, output de- 
clined. 


For eighteen industries with price de- 
clines up to 5.0 per cent, only three re- 
ported a rise in output. 


These data show there was no relationship 
between the magnitude of the changes in 
prices and in production in the 1948-49 re- 
cession. Chart 4 shows this lack of relation- 
ship in graphic form. 


1953-54 Period 


From 1953 to 1954, the Federal Reserve 
Board industrial production index declined 
6.7 per cent, the nonfarm nonfood whole- 
sale price index rose 0.4 per cent, and the 
processed foods wholesale price index rose 
0.7 per cent. Table 13 and Chart 5 show the 
changes in prices and production for 82 re- 
lated industries during the period.' Again 
we find no relationship between the magni- 
tude of changes in prices and in production. 


For the forty-three groups of prices 
which rose, output increased in fifteen 
industries or in more than one out of 
every three cases. The thirty-eight price 
declines were accompanied by only ten 
increases in output. This was about 
one industry out of four. 


Prices rose 5.0 per cent or more for 
eight groups of products. For the cor- 
responding industries, the range of 
changes in production was from an in- 
crease of 5.1 per cent to a decrease of 
7.9 per cent. Production actually rose 


for two of these industries with the 
largest price rises. 

Prices rose between 1.0 per cent and 
1.9 per cent for twelve groups of prod. 
ucts with accompanying changes in pro. 
duction ranging from an increase of 64 
per cent to a decline of 26.9 per cent; 
production increased in four of thege 
industries. 


There were six price declines of more 
than 5.0 per cent. For these industries 
the production change varied between 
an increase of 11.6 per cent and a de. 
cline of 13.6 per cent. Output increased 
in three industries and was unchanged 
in one. 


Six price declines between 1.0 per cent 
and 1.9 per cent were accompanied by 
changes in production ranging between 
an increase of 4.7 per cent and a de. 
crease of 22.0 per cent. 


These data are portrayed on Chart 5. 
There was no relationship between the mag- 
nitude of changes in prices and production 
in the 1953-54 recession. 

This review of the changes in administered 
prices and production during the 1948-49 and 
1953-54 recessions shows the same lack of 
relationship that was found in the studies 
covering the post-1929 depression. These 
data provide no support for the. theory that 
a recession is characterized by “a general 
dropping of prices at the flexible end of the 
price scale and a dropping of production at 
the rigid end... .” 


Changes in Steel Shipments 
and Steel Prices 

Within many of the industries included in 
the above study, a number of additional com- 
parisons could be made for individual prod- 


1 Federal Reserve Board production data were 
available for shoes and slippers and bottled soft 
drinks for 1948-49 but not for 1958-54. Bureau of 
Labor Statistics price data for confectionery were 
available for 1953-54 but did not appear to be adequate 
for 1948-49. 





ADMINISTERED PRICES 1101 


Chart No. 5 


CHANGES IN PRODUCTION AND IN PRICES 
MANUFACTURING AND MINING INDUSTRIES 


1953-1954 
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Per Cent Change in Production 1953-1954 


Source: Production—F ederal Reserve Board 
Prices—U. S. Department of Labor, Bureau of Labor Statistics 
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TABLE 13 


Changes in Production and in Prices, 
Manufacturing and Mining Industries, 











1953-1954 
PRICES! PRODUCTION? 
Per Cent Per Cent 
Product ange Industry ange 
Tallow and grease + 53.7 Vegetable and animal oils + 17 
Soap and synthetic detergents + 88 Soap and allied products — 44 
Confectionery + 1.7 Confectionery — 29 
Residual fuel oil + 68 Residual fuel oil — 19 
Fire clay brick + 6.2 Clay, firebrick, pipe and tile — $5 
Building board + 6.2 Building paper and board + 61 
Pork, fresh, loins + 5.0 Pork — 19 
Glass containers + 5.0 Glass containers — 35 
Semifinished and finished steel + 4.5 Steel — 216 
Aluminum ingot + 43 Aluminum + 16.7 
Malt beverages + 43 Beer and ale — & 
Lead, pig + 43 Lead + 40 
Inorganic chemicals + 4.2 Basic inorganic chemicals + 65.4 
Portland cement + 3.6 Cement + 28 
Oilfield machinery and tools + 3.5 Oil and gas well drilling + 84 
Aluminum rods and sheets + 3.2 Aluminum mill shapes — 83 
Copper ingot, electrolytic + 3.2 Copper refining and smelting — 83 
Flat glass + 3.0 Flat glass vitreous products — 3.7 
Crude petroleum + 28 Crude oil — 16 
Tires and tubes + 27 Auto, truck, and bus tires — 103 
Iron ore + 2.5 Iron ore — 34.4 
Foundry and forge shop + 23 Ferrous castings and forgings — 19.8 
Electrical machinery and equipment + 2.0 Electrical apparatus and parts — 10.6 
Concrete products + 18 Concrete and plaster products — 12 
Cigarettes + 1.6 Cigarettes — 45 
Natural gas + 1.6 Natural gas + 3.0 
Tin cans #2 + 16 Tin cans + 16 
Prepared paints + 1.5 Paints — 17 
Distillate fuel oil + 1.4 Distillate fuel oil + 19 
Commercial furniture + 1.4 Fixtures and office furniture — 78 
Kerosene + 1.4 Kerosene — 6.0 
Face brick and building brick + 13 Brick + 6.6 
Pig iron, basic + 13 Pig iron — 22.3 
Fabricated structural metal products + 1.2 Structural metal parts — 8.0 
Synthetic rubber + 1.0 Synthetic rubber — 26.9 
Passenger cars + 08 Autos — 103 
Apparel, women’s, misses’, and juniors’. + 0.6 Women’s outerwear + 58 
Wood pulp + 0.6 Wood pulp + 42 
Sanitary papers and health products + 0.4 Sanitary paper products + 6.1 
Coke + 0.4 Coke — 24.3 
Cigars + 0.4 Cigars — 19 
Newsprint + 0.2 Newsprint consumption + 09 
Paperboard + 0.2 Paperboard — 3.0 
Printing paper 0 Printing paper — 08 
Sugar, cane, granulated, domestic, 
refined — 0.1 Cane sugar — 62 
Agricultural machinery and equipment. — 0.1 Farm machinery —17.7 
Canned and frozen fruits and 
vegetables — 0.2 Canned and frozen foods — 74 


1U. S. Department of Labor, Bureau of Labor Statistics. 
2 Federal Reserve Board. 
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TABLE 13 (continued) 








PRICES! 
Per Cent 

Product Change 
Synthetic fibers — 03 
Laundry equipment and refrigerators 

and freezing units — 03 
Heating equipment — 0.4 
Household furniture — 05 
Millwork — 0.7 
Plastic materials — 09 
Motor trucks — 1.0 
Secondary metal and alloy shapes — 12 
Mixed fertilizers — 13 
Beef — 13 
Apparel, men’s and boys’ — 13 
Lumber — 17 
Wool products, broadwoven fabrics — 2.0 
Milk, powered — 2.0 
Distilled spirits — 2.1 
Wool yarn — 23 
Synthetic textiles, broadwoven goods — 2.6 
Writing paper — 28 
Soft surface floor coverings — 29 
Paper bags and shipping sacks — 29 
Hosiery — 29 
Ice cream — 3.0 
Prepared asphalt roofing — 3.1 
Zinc, slab — 3.2 
Television and radio receivers — 3.3 
Underwear and nightwear and knit 

outerwear — 3.7 
Copper water tubing — 4.4 
Cotton products — 46 
Gasoline — 47 
Bituminous coal — 5.5 
Plywood — 65.7 
Pennsylvania anthracite coal — 7.2 
Butter — 9.4 
Cattlehide leathers — 10.6 
Lubricating oil — 15.1 


“410.8. Department of Labor, Bureau of Labor Statistics. 


2 Federal Reserve Board. 





PRODUCTION? 

Per Cent 
Industry Change 
Synthetic fibers — 2.6 
Laundry and refrigeration appliances . — 10.9 
Furnaces, gas ranges, and heaters — 3.2 
Household furniture — 10.2 
Millwork + 42 
Plastics materials + 0.5 
Trucks — 22.0 
Secondary nonferrous metals — 7.9 
Fertilizers — 1.6 
Beef + 47 
Men’s outerwear — 89 
Lumber — 65.4 
Wool fabrics —147 
Concentrated milk + 11 
Liquor distilling + 13.3 
Wool apparel yarns — 16.5 
Synthetic fabrics — 6.1 
Fine paper + 8.5 
Woven carpets —17.4 
Shipping containers 0 
Hosiery — 44 
Ice cream — 19 
Asphalt roofing and siding + 4.0 
Zine — 10.6 
Radio and television sets — 7.0 
Knit garments — 13.4 
Copper mill shapes — 10.7 
Cotton consumption — 67 
Gasoline — 2.1 
Bituminous coal — 13.6 
Soft plywood + 11.6 
Anthracite coal — 88 
Butter + 19 
Cattlehide leathers 0 
Lubricating oil + 19 





ucts if other sources than the Federal Re- 
serve Board were used. This is illustrated 
by a special study made of changes in ship- 
ments or production and prices in the steel 
industry. The data for gross shipments and 
production are published by the American 
Iron & Steel Institute and the price data by 
the U. S. Bureau of Labor Statistics. In ad- 
dition to the 1948-49 and 1953-54 periods, 
the relationships in the 1929-32 depression, 
1937-38 recession, and 1954-55 recovery also 
were examined. 


1929-32 Decline 


Steel production data had to be used for 
the 1929-32 period because detailed data for 
gross shipments of steel products are not 
available. 


Table 14 shows the relationship between 
changes in production and in prices for 11 
steel product groups for which data were 
available for the 1929-32 period. These data 
are summarized in Table 15 and shown in 
Chart 6. 
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TABLE 14 


Changes in Steel Production and in Prices, 
1929 to 1932 














Production 
___(Thous. of Gross Tons) BLS Price per 100 lbs 
Products 1929 1932 % Change 1929 1932 % Change 
Bars, concrete reinforcing 963 385 —60.0 $2.021 $1558 — 229 
Wire nails 585 241 — 58.8 2.667 2.050 — 231 
Skelp 3,366 576 — 82.9 1.859 1567 — 15.7 
Bars, hot rolled 6,305 1,285 — 79.6 1.924 1577 -— 168 
Plates 5,022 830 — 83.5 1.900 1.600 - 15.8 
Rails 2,662 3893 — 85.2 43,000° 42,3777 — 15 
Sheets, hot rolled 5,255 1,472 — 72.0 3.000 2.300 23.3 
Structural shapes 4,778 937 — 80.4 1.921 1584 —176 
Tin plate 1,816 986 — 45.7 5.350 4.712 —119 
Pipe’ 3,019 485 — 83.9 4.261 3950 — 78 
Terne plate 152 46 — 69.7 11.143% 9.500° — 14.8 
1 Production includes lap weld and butt weld pipe and tubes. 
2Per gross ton. 
3Per 220 Ib box. 
Source: American Iron and Steel Institute and U. S. Department of Labor, Bureau of Labor Statistics. 
TABLE 15 That was a period in which steel produc- 


tion declined sharply for practically all 
products. Chart 6 shows a general tendency 
for the largest price declines to be accom- 


Declines in Steel Production and 
in Prices, 1929 to 1932 


Per Cent Decline Per Cent Declines panied by the smaller declines in production. 
in Prices in Production A . i 
—$_______—— re Nevertheless, varying relationships are 
0.1- 5.0 85.2 shown for this period. For example, output 
5.1 -10.0 83.9 declined between 80.4 per cent and 85.2 per 
cent for five groups of products for which 
10.1 - 15.0 45.7, 69.7 


the price decline ranged from 1.5 per cent to 
15.1 - 20.0 79.6, 80.4, 82.9, 83.5 17.6 per cent. An 11.9 per cent decline in 
prices was accompanied by a 45.7 per cent 
decline in output (tin plate), while a 23.3 


20.1 - 25.0 58.8, 60.0, 72.0 





- 
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Chart No. 6 


RELATION BETWEEN PERCENTAGE CHANGES IN 
PRODUCTION AND PRICES OF STEEL PRODUCTS 
BETWEEN 1929 AND 1932 


Per Cent Change in Prices 1929-1932 
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Per Cent Change in Production 1929-1932 


Source: Production data—American Iron & Steel Institute 
Price data—U. S. Department of Labor, Bureau of Labor Statistics 
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Chart No. 7 


RELATION BETWEEN PERCENTAGE CHANGES IN 
SHIPMENTS AND PRICES OF STEEL PRODUCTS 
BETWEEN 1937 AND 1938 
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Per Cent Change in Prices 1937-1938 


—30 


—-909 —-80 —-70 -0 -31 -0© —-NW —20 -—10 ° +10 
Per Cent Chonge in Shipments 1937-1938 


Source: Shipments data—American tron & Steel Institute 
Price data—U. S. Department of Labor, Bureau of Labor Statistics 


per cent price decline, the largest one, was 
accompanied by a decline of 72.0 per cent in 
production (sheets, hot rolled). During that 
depression, steel prices declined less than did 


the general level of prices while steel output 
declined more than production in the balance 
of the economy. 


1937-38 Decline 


The relationships between changes in 
prices and in gross shipments in the succeed- 
ing periods of recession were much less sig- 
nificant. Table 16 and Chart 7 show the data 
for the 1937-38 recession. Table 17 presents 
a summary of these data. 
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TABLE 16 


Changes in Steel Shipments and in Prices, 


1937 to 1938 


Gross Shipments! BLS Price Index 
(Thous. of Tons) (1926 = 100) 


% 7 


Product 1938 Change 1937 1938 Change 


Bars, concrete reinforcing 885 836 — 5.5 122.1 107.8 - 11.7 
Bars, hot rolled 5,100 2,424 — 52.5 120.6 117.5 - 2.6 
Bars, cold finished 813 346 - 57.5 115.4 113.8 —~“l4 
Nails and staples 544 490 - 9.9 100.84 98.0¢ -— 28 
Plates 3,397 52.0 118.1 115.4 2.3 
Rails, standard 1,430 619 — 56.7 97.4 97.2 - 0.2 
Wire rods 758 462 39.1 102.9 99.8 - 3.0 
Sheets, hot rolled 4,774 2,708 43.3 102.2 102.2 
Sheets, cold rolled 2,274 1,344 - 40.9 82.2 78.2 
Sheets, galvanized 1,330 996 25.1 94.4 91.9 
Skelp 678 442 — 34.8 107.8 105.1 
Strip, cold rolled 817 429 - 47.5 86.0 83.6 
Structural shapes 2,789 1,554 - 44.3 113.1 111.0 
Tie plates 5042 2207 — 56.4 98.0 97.6 


Tin and terne plate, electric and 

hot dipped ,758 1,618 - 41.3 102.75 100.05 
Wire, drawn ,o51 909 — 32.7 111.0 107.5 
Wire, barbed and twist 1815 ..,/ 146 19.3 98.5 97.7 


Woven wire fence “= 2335 334) 188 110.8 108.4 


1 Shipments include all grades of steel. 

2Includes joint bars. 

31937 wire, barbed and twist and woven wire fence is distributed on same ratio as 1938. 

4 Price for common nails only. 

5 Price for terne plate only. 

Source: American Iron and Steel Institute and U. S. Department of Labor, Bureau of Labor Statistics. 


TABLE 17 There were widely varying declines in 
Declines in Steel Shipments and gross shipments in relationship to the small 
in Prices, 1937 to 1938 price declines reported for the 1937-38 


Per Cent Decline Per Cent Declines period. 
in Prices in Shipments 4 
Price declines of 1.1 per cent to 2.0 per cent 


1 43.3 
0.1- 1.0 56.4, 56.7 were accompanied by declines in shipments 
1.1- 2.0 19.3, 44.3, 57.5 ranging from 19.3 per cent to 57.5 per cent. 
2.1- 3.0 9.9, 25.1, 34.8, 39.1, 


41.3, 47.5, 52.0, 52.5 were accompanied by declines in gross ship 
3.1- 4.0 32.7 : E , , 


Price declines of 2.1 per cent to 3.0 per cent 


4.1- 5.0 40.9 ments which varied from 9.9 per cent to 52.5 
11.1-12.0 5.5 per cent. In the 1937-38 recession, larger de- 
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clines were recorded in steel shipments than 1948-49 Decline 
in the demand for all commodities. Chart 5 
indicates there was not much relationship 
between changes in prices and gross ship- the 1948-49 recession. These data are sum. 
ments for specific groups of steel products. marized in Table 19. 


Table 18 and Chart 8 show the changes jn 


TABLE 18 


Changes in Steel Shipments and in Prices, 


1948 to 1949 


Gross Shipments BLS Price Index 
(Thous. of Tons) (1947-49 = 100) 


1948 1949 Change 1948 1949 Change 
Bars, hot rolled—alloy 2124 1589 25.2 100.1 111.0 + 10.9 
Bars, hot rolled—stainless 29 21 27.6 96.9 110.6 14.1 
Bars, concrete reinforcing—carbon 1549 1573 +t 1.56 100.6 112.1 + 11.4 
Bars, hot rolled—carbon 6820 5418 20.6 100.9 109.3 + §3 
Bars, cold finished—carbon 1356 1024 24.5 100.7 106.1 5.4 
Nails and staples—carbon 872 739 15.2 106.4! 112.1! 5.4 
Plates—carbon 7178 5997 16.5 100.7 109.3 + 8.5 
Rails—standard—carbon 1989 1773 10.9 100.7 110.0 t+ 92 
Wire rods—carbon 908 809 10.9 100.5 112.2 + 11.6 
Sheet, hot rolled—carbon 7340 6583 10.3 100.8 109.9 + 9.0 
Sheets, cold rolled—carbon 6382 6746 + §.7 100.7 107.6 6.9 
Sheets, galvanized—carbon 1646 1755 + 6.6 102.5 107.0 + 44 
Skelp—carbon 547 566 + 3.5 103.6 111.9 8.0 
Strip, cold rolled—carbon 1539 1277 17.0 100.8 108.5 + 7.6 
Strip, cold rolled—stainless 115 107 7.0 99.2 106.2 7.1 
Structural shapes—carbon 4217 3631 13.9 102.9 112.7 9.5 
Tie plates—carbon 490 373 23.9 105.8 113.2 - 7.0 
Tin and terne plate, electrolytic and 

hot dipped—carbon 3953 3693 — 66 100.3! 114.7! + 14.4 
Wire, drawn—carbon 2799 2209 — 21.1 100.1 108.5 + 8.4 
Wire, barbed and twisted—carbon 255 215 15.7 103.35 99.8 3.4 
Woven wire fence—carbon 403 360 10.7 103.4 108.8 + 6.2 
Pressure tubing—carbon 875 676 — 22.8 101.8 109.1 + 7 
Standard pipe—carbon 2353 2264 3.8 102.5* 110.3° + TS 


Products 


1Price for tinplate—hot dipped only. 

2Includes mechanical tubing. 

3Price for standard black carbon pipe only. 

‘Price for common nails only. 

5Price for barbed wire only. 

Source: American Iron and Steel Institute and U. S. Department of Labor, Bureau of Labor Statistics. 
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Chart No. 8 
RELATION BETWEEN PERCENTAGE CHANGES IN 
SHIPMENTS AND PRICES OF STEEL PRODUCTS 
BETWEEN 1948 AND 1949 
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Per Cent Change in Prices 1948-1949 














oases oan LL 
30 20 —10 


Per Cent Change in Shipments 1948-1949 


Source: Shipments data—American lron & Steel Institute 
Price data—U. S. Department of Labor, Bureau of Labor Statistics 


TABLE 19 Specific price changes were accompanied 
Per Cent Changes in Steel Shipments and by a significant variation in the changes in 
in Prices, 1948 to 1949 shipments. For example, price declines from 


Per Cent 6.1 per cent to 8.0 per cent were accompanied 
yee re ee by shipment changes ranging from an in- 

34 _15. crease of 5.7 per cent to a decrease of 23.9 
4.1- 5.0 3.6 per cent. Similarly, price increases of 4.1 per 
5.1- 6.0 as G.o,.——oa. cent to 6.0 per cent were accompanied by ship- 
6.1- 7.0 


“fy ment changes ranging from an increase of 
7.1- 8.0 +-3.5, —3.8, —7.0, .0, —22.8 


6.6 per cent to a decrease of 24.5 per cent. 
8.1- 9.0 3, 3.5, —20.6, —21.1 
9.1-10.0 

-1-11.0 ‘ . 
- . ~ 0 increases and the changes in gross shipments 


14.1-15.0 b¢@ us in the 1948-49 recession. The overall decline 


Chart 8 shows there was absolutely no rela- 


tionship between the magnitude of the price 


95009 O—58—pt. 3——_-29 
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of about 12 per cent in steel shipments was 
significantly greater than the decline of less 
than 7 per cent in total industrial production 
and of 1/3 of 1 per cent in total national eco- 
nomic activity as measured by real gross 


national product.! 


Changes in Steel Shipments and in Prices, 


1953-54 Decline 


Tables 20 and 21 and Chart 9 show the 
relationship between changes in steel prices 
and steel shipments in 1953-54. 


‘ Economic Report of the President, January, 1957, 
Washington, pp. 124, 152. 


TABLE 20 


1953 to 1954 





Gross Shipments 
___(Thous.of Tons) _ 


BLS Price Index 
___ (1947-49 = 100) _ 





Products 1953 1954 . 1953 1954 Change 
Wire rods—carbon 1151 1059 — 8.0 149.3 159.1 + 6.6 
Skelp—carbon 655 507 — 22.6 127.0 133.8 + 5.4 
Rails, standard—carbon 1868 1113 — 40.4 141.0 151.1 +72 
Tie plates—carbon 426 236 — 44.6 138.8 145.1 + 4.5 
Plates—carbon 8035 5773 — 28.2 135.2 141.9 + 5.0 
Structural shapes—carbon 4977 4489 — 98 138.2 143.8 + 41 
Bars, hot rolled—alloy 2323 1445 — 37.8 140.5 146.8 + 45 
Bars, hot rolled—stainless 46 34 — 26.1 159.6 163.4 + 2.4 
Bars, hot rolled—carbon 7979 5364 — 32.8 136.7 145.3 + 63 
Bars, reinforced—carbon 1876 1759 ~— 62 141.0 153.7 + 9.0 
Bars, cold finished—carbon 1797 996 — 44.6 142.6 153.5 + 7.6 
Sheets, hot rolled—carbon 8259 6307 — 23.6 133.7 139.4 +43 
Sheets, cold rolled—carbon 11060 9518 — 14.0 130.8 132.4 +13 
Sheets, galvanized—carbon 2296 2366 + 3.0 128.7 131.3 + 2.0 
Strip, cold rolled—carbon 1960 1127 — 42.5 145.6 152.8 + 4.9 
Strip, cold rolled—stainless 233 170 — 27.0 130.4 133.3 + 2.2 
Standard pipe—carbon 2869 2376 — 17.2 134.7! 141.4! + 5.0 
Tin plate, hot dipped—carbon 1318? 1307? — 08 132.5 132.9 + 03 
Wire, drawn—carbon 2866 2454 — 14.4 151.9 165.2 + 88 
Nails and staples—carbon 532 570 + 7.1 137.0? 141.55 +88 
Barbed wire 164* 136* = 17.1 134.7 141.0 + 4,7 
Woven wire fence 246 300 + 22.0 136.5 142.7 + 4.5 
Pressure tubing—carbon 390 223 — 42.8 144.2 153.0 + 6.1 


1Price for standard black carbon pipe only. 
2Includes hot dipped terne plate. 

8Price for common nails only. 

‘Includes twisted wire. 


Source: American Iron and Steel Institute and U. S. Department of Labor, Bureau of Labor Statistics. 
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Chart No. 9 


RELATION BETWEEN PERCENTAGE CHANGES IN 


SHIPMENTS AND PRICES OF STEEL PRODUCTS 
BETWEEN 1953 AND 1954 
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Per Cent Change in Shipments 1953-1954 


Source: Shipments data—American iron & Steel institute 
Price data—U. S. Department of Labor, Bureau of Labor Statistics 


TABLE 21 


Per Cent Changes in Steel Shipments and 
in Prices, 1953 to 19 


Per Cent 

Increase Per Cent Changes 

in Prices _in Shipments _ 

0.1-1.0 —0.8 

1.1-2.0 +3.0, —14.0 

2.1-3.0 ~26.1, —27.0 

8.1-4.0 +7.1 

4.1-5.0 +22.0, —9.8, —17.1, —17.2, —23.6, 
—28.2, —37.8, —42.5, —44.6 

5.1-6.0 —22.6 

6.1-7.0 —8.0, —32.8, —42.8 

7.1-8.0 —40.4, —44.6 

8.1-9.0 —6.2, —14.4 





For example, increases in prices of 4.1 per 
cent to 5.0 per cent were accompanied by 
changes in shipments which ranged from an 
increase of 22 per cent to decreases of more 
than 40 per cent. Price increases of 6.1 per 
cent to 7.0 per cent were accompanied by de- 
clines in gross shipments of from 8.0 per cent 
to 42.8 per cent. Chart 9 shows there was no 
predictable or constant relationship between 
changes in prices and changes in shipments 
of steel products in the 1953-54 recession. 
Again the decline of more than 20 per cent in 
steel shipments contrasts with the moderate 








1112 


decline of about 2 per cent in total economic 
activity and the decline of less than 7 per cent 
in industrial production. 


1954-55 Recovery 


It is also informative to check what hap- 
pened to prices and shipments during a 
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period of expansion. During the 1953-54 
recession, the distribution of increases jp 
steel prices was similar to that during the 
1954-55 expansion. However, during the 
latter period, steel shipments were rising 
sharply, as is indicated in Tables 22 to 24 
and Chart 10. 


Chart No. 10 


RELATION BETWEEN PERCENTAGE CHANGES IN 
SHIPMENTS AND PRICES OF STEEL PRODUCTS 
BETWEEN 1954 AND 1955 
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Per Cent Change in Prices 1954-1955 
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Per Cent Chonge in Shipments 1954-1955 


Source: Shipments data—American Iron & Steel Institute 
Price date—U. S. Department of Labor, Bureau of Labor Statistics 
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54 TABLE 22 

in Changes in Steel Shipments and in Prices 

hi 1954 to 1955 

he 

he Gross Shipments 

(Thous. of Tons) ___BLS Price Index __ 

ng % (1947-49 =100) % 

24 Products 1954 1955 Change 1954 1955 Change 
Wire rods—carbon 1059 1595 + 50.6 159.1 168.3 + 5.8 
Skelp—carbon 507 648 + 27.8 133.8 144.6 + 8.1 
Rails, standard—carbon 1113 1152 + 3.5 151.1 157.8 + 4.4 
Rails, light—carbon 84! 83! - 12 *5.842 *6.067 + 3.9 
Tie plates—carbon 236 312 + 32.2 145.1 152.1 + 4.8 
Axles—carbon 61 119 + 95.1 *7.375 *7.750 + 5.1 
Wheels—carbon 191 305 + §9.7 *47.750 *50.389 + 5.5 
Plates—carbon 5773 6858 + 18.8 141.9 148.0 + 4.3 
Structural shapes—carbon 4489 4719 + §.1 143.8 151.9 + 5.6 
Bars, hot rolled—alloy 1445 2278 + 57.6 146.8 154.0 + 4.9 
Bars, hot rolled—stainless 34 47 + 38.2 163.4 170.7 + 4.5 
Bars, hot rolled—carbon 5364 7381 + 37.6 145.3 152.1 + 4.7 
Bars, reinforced—carbon 1759 2186 + 24.3 153.7 158.8 + 3.3 
Bars, cold finished—carbon 976 1527 + 63.3 153.5 160.3 + 4.4 
Bars, cold finished—alloy 180 298 + 65.6 *11.148 *11.771 + 5.6 
Bars, cold finished—stainless 39 54 + 38.5 *0.433 *0.453 + 4.6 
Sheets, hot rolled—carbon 6307 9688 + 53.6 139.4 144.8 + 3.9 
Sheets, cold rolled—carbon 9518 15064 + 58.3 132.4 137.9 + 4.2 
Sheets, galvanized—carbon 2366 2869 + 21.3 131.3 138.8 + 5.7 
Sheets, cold rolled—stainless 98 144 + 46.9 *0.548 *0.570 + 4.0 
Sheets, electrical—alloy 499 660 + 32.3 *9.175 *9.774 + 6.5 
Strip, cold rolled—carbon 1127 1477 + 31.1 152.8 160.7 + 5.2 

| Strip, cold rolled—stainless 170 275 + 61.8 133.3 137.7 + 3.3 
Strip, hot rolled—carbon 1712 2400 + 40.2 *5.042 *5.227 + 3.7 
Standard pipe—carbon 2376 3025 + 27.3 141.4? 150.7? + 6.6 
Line pipe—carbon 2611 3098 + 18.7 *144.382 *152.314 + 6.5 

Oil country goods—carbon 2046 2261 + 10.5 *151.866° *159.668* + 5.1 

| Oil country goods—alloy 349 429 + 22.9 *221.503* *236.273° + 6.7 
Tin plate, hot dipped—carbon 1307! 1101# - 15.8 132.9 135.6 + 2.0 
Tin plate, electrolytic—carbon. 3681 4504 + 22.4 *7.158 *7.333 + 2.4 
Black plate—carbon 674 800 + 18.7 *6§.258 *6.433 + 2.8 
Wire, drawn—carbon 2454 3211 + 30.8 165.2 175.1 + 6.0 
Wire, drawn—stainless 21 32 + §2.4 *0.545 *0.561 + 2.9 
Bale ties—carbon 52 60 + 15.4 *5.757 *6.167 7.1 
Nails and staples—carbon 570 652 + 14.4 141.55 151.9° + 7.3 
Barbed wire 136° 113° - 16.9 141.0 151.3 +73 
Woven wire fence 300 312 + 4.0 142.7 153.7 3 
Pressure tubing—carbon 223 246 + 10.3 153.0 162.1 + 5.9 

* Stated as price (dollars) 





Includes all rails except standard tee rails over 60 lb. per yard. 

*Price for standard black carbon pipe only. 

Price for oil well casings only. 

‘Includes hot dipped terne plate. 

5Price for common nails only. 

‘Includes twisted wire. 

Source: American Iron and Steel Institute and U. S. Department of Labor, Bureau of Labor Statistics. 
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TABLE 23 
Per Cent Changes in Steel Shipments 
1954 to 1955 

Decrease 
10.1-20.0 2 

0.1-10.0 1 

0 1 
Increase 

0.1-10 3 
10.1-20 7 
20.1-30 6 
30.1-40 7 
40,1-50 3 
50.1-60 7 
60.1-70 2 
Above 70 1 
Total number 40 


Total Range, —16.9% to +95.1% 


From 1954 to 1955, gross shipments fell 
for only 3 groups of products, were un- 
changed for one group, and increased for 36 
others. One of the interesting aspects of 1954- 
55 experience is the wide range of increases 
in shipments. It will be noted that the in- 
creases were fairly evenly distributed be- 
tween 10 per cent and 60 per cent. For one 
group, the increase exceeded 70 per cent. 


TABLE 24 


Per Cent Changes in Steel Shipments 
and in Prices, 1954 to 1955 


Per Cent Increase Per Cent Increase 


_._in Prices. _in Shipments _ 

1.1-2.0 —15.8 

2.1-3.0 52.4, 22.4, 18.7 

3.1-4.0 61.8, 53.6, 46.9, 40.2, 
24.3, —1.2 

4.1-5.0 58.3, 57.6, 53.3, 38.5, 
38.2, 37.6, 32.2, 18.8, 3.5 

5.1-6.0 95.1, 65.6, 59.7, 50.6, 
31.1, 30.8, 21.3, 18.7, 
10.5, 10.3, 5.1 

6.1-7.0 32.3, 27.3, 22.9 

7.1-8.0 15.4, 14.4, 4.0, —16.9 

8.1-9.0 27.8 


Table 24 shows the relationship between 
changes in gross shipments and prices during 
the 1954-55 period. For example, price in. 
creases of 3.1 per cent to 4.0 per cent were 
accompanied by increases in gross shipments 
ranging from 24.3 per cent to 61.8 per cent 
and by a decrease of 1.2 per cent. Price ad. 
vances of 5.1 per cent to 6.0 per cent were 
accompanied by increases in gross shipments 
ranging from 5.1 per cent to 95.1 per cent, 
Table 24 and Chart 10 make it abundantly 
clear that there has been little or no relation. 
ship between changes in prices and in gross 
shipments during the 1954-55 period. 

The 1953-54 and 1954-55 experience is 
significant in another connection. During the 
1953-54 period, the designated increases in 
steel prices were accompanied by decreases 
in shipments in most instances. During 1954. 
55, a similar increase in steel prices was ac- 
companied fairly generally by increases in 
steel shipments. These data suggest that the 
main factors determining the volume of sales 
of the steel industry are found in factors 
other than prices. Unless this were true, it 
would be impossible to obtain the completely 
diverse experiences for these two sets of 
years, as noted previously. 

The demand for steel products is essenti- 
ally derived and depends primarily upon the 
demand for the end products in which steel 
is used. For example, the large upsurge in 
automobile demand in 1955 was not checked 
because of the rise in prices of steel sheets 
and other products. Many other types of evi- 
dence illustrating this point could be cited. 

The role of steel prices was well described 
by Dr. T. O. Yntema in his presentation be- 
fore the TNEC: 


“Steel is not sold directly to the ultimate 
consumer. It reaches him only as a part 
of the finished automobile, refrigerator, 
typewriter, apartment house, tin can, or 
safety pin, as the case may be. In other 
cases, steel is used only as part of the 
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machinery and equipment used in mak- 
ing the products which reach the man in 
the street. No matter how low the price, 
steel can be sold only if products which 
are produced from steel or by the use of 
steel are being sold. In the case of prod- 
ucts produced from steel, the cost of the 
steel is usually so small a fraction of the 
total cost of the product that a reduction 
in steel prices, even if passed on to the 
ultimate consumer, would not result in a 
sufficient decrease in the price of the 
finished product to cause an appreciable 
increase in its sale. As far as steel for 
production equipment is concerned, it 
goes without saying that regardless of 
the price of steel, no one will invest in 
productive machinery unless he feels the 
prospects in his particular line of busi- 
ness justify such investment.” ! 


The relative importance of steel costs to the 
final product is too small to be the decisive fac- 
tor in the pricing of such products or in the 
demand by the ultimate consumer. In fact, in 
many of these industries prices have risen 
because they have been subjected to the same 
influences as has the steel industry. One of 
the primary factors has been the sharp in- 
crease in labor costs as the rise in wage pay- 
ments and fringe benefits has continued to 
exceed the gains in productivity. 

This review of the experience in the four 
recessions since 1929 has revealed no rela- 
tionship between the magnitude of changes 
in prices and in shipments of steel products. 
The different rates of change in steel produc- 
tion and shipments during periods of reces- 
sion reflect the varying characteristics of 
steel products rather than price behavior. 
This conclusion is in accord with the findings 
covering the entire economy or all manufac- 
turing industries reached in earlier studies 
by Thorp and Crowder, Nelson and Keim, 
Doblin, and the present writer (See Appendix 
B) and the more comprehensive study of the 
1948-49 and 1953-54 experiences presented 
above. 
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Reasons for Production — 
Price Behavior 


There is general agreement among most of 
the economists who have studied this prob- 
tem that the differing production behavior of 
various products is attributable to their eco- 
nomic characteristics. Emphasis has been 
placed particularly upon the postponable na- 
ture of demand for durable goods and pro- 
ducers’ or capital goods. As was pointed out 
in my NICB study: 


“That factors other than price may be of 
paramount importance is indicated by 
the tendency for durable goods to record 
the larger declines in production and for 
non-durable goods to show the smaller 
declines, regardless of the respective 
changes in prices.’’? 


Nelson and Keim concluded: 


“It must be recognized then that for 
each individual commodity, price is but 
one of the factors determining its level 
of production. Postponability of demand 
must certainly be considered. The nature 
of the productive process is important. 
The effect of price changes upon produc- 
tion is necessarily different, too, for 
products whose demand is joint than for 
those whose demand is independent.”* 


Thorp and Crowder and Doblin reached 
similar conclusions as is noted in the excerpts 
reproduced in Appendix B. 

Durable goods and producers’ goods tend 
to have the least sensitive prices. When these 
two characteristics are combined for a prod- 
uct or group of products, the tendency 
toward price inflexibility is reinforced. 

The nature of the demand for producers’ 


~ 1) "Theodore O. Yntema, An Analysis of Steel Prices, 
Volume, and Costs, United States Steel Corporation 
TNEC Papers, 1939, p. 36. 


2 Jules Backman, “Price Flexibility and Changes in 
Production,” The Conference Board Bulletin, The 
National Industrial Conference Board, New York, 
February 20, 1939, p. 37. 


3 Nelson and Keim, op. cit., pp. 41-42. 








k 
e 
i 
“ 
. E 
k 


es 


TT 


TATE 


1116 ADMINISTERED PRICES 


and consumers’ goods tends to account for 
the differences in their behavior. The price 
paid for producers’ goods is usually of less 
importance than the outlook for profits. Thus, 
when the “profit visibility” becomes poor, 
the demand for producers’ goods becomes 
highly inelastic. Since sharp drops in price 
will tend to have little stimulating effect 
upon demand, manufacturers of producers’ 
goods see only a reduction in profits or an 
increase in losses if sharp price declines are 
instituted. 

In connection with consumers’ goods the 
problem is different. During periods of de- 
pression, price becomes of primary impor- 
tance to the consumer and hence price re- 
ductions are frequently reflected in more 
stable demand. However, the demand for all 
consumers’ goods is not maintained. The 
postponability of the replacement demand 
for many goods, such as automobiles, is also 
important. These goods are made to yield 
a larger amount of service, while the smaller 
incomes are used for those necessaries of life 
which are consumed in shorter periods of 
time. The type of good, whether producers’ 
or consumers’, therefore, appears to play 
a significant role in determining the flexibil- 
ity of prices with the consumers’ non-durable 
good tending to exhibit the greatest degree 
of flexibility and producers’ durable goods 
being more often inflexible. 


As Thorp and Crowder have pointed out 
in contrasting output changes for consumers’ 
and producers’ goods: “. . . changes in quan. 
tity output for equal changes in price must 
be accounted for in terms of the variation in 
the nature of economic characteristics of the 
goods themselves as reflected in the demand 
schedules for the products and not in terms 
of price policies.” 

Iron and steel products are durable and 
usually are producers’ goods. It is not unex- 
pected, therefore, that these prices tend 
to be inflexible. Nor is it surprising that iron 
and steel production tends to drop very 
sharply during periods of recession or de- 
pression. These declines in output reflect 
the postponability of demand for steel prod- 
ucts, not the inflexibility of their prices. 

While the magnitude of price change prob- 
ably has some impact on sales under condi- 
tions of economic stability, during periods of 
recession or of sharp recovery, it is probable 
that other forces are much more significant 
in determining the level of output. These 
studies of the general experience in the econ- 
omy in recent years and in the steel industry 
for selected periods since 1929, as well as the 
earlier more comprehensive studies, provide 
no factual support for the generalization that 
declining production and rising unemploy- 
ment during a recession is attributable to 
price administration. 





cou 
ine 
hav 
is 1 
pre 
by 
ind 
by 
the 
no 
ant 
for 
shi 
lak 
(S 


in 








ADMINISTERED PRICES 


1117 


Vv. CAUSES OF PRICE INFLEXIBILITY 


Many reasons have been advanced to ac- 
count for price inflexibility. However, Gard- 
iner Means, John M. Blair and several others 
have insisted that the primary explanation 
is found in the concentration of control over 
production. Means supported his conclusion 
by the use of data for a selected group of 
industries. This conclusion was challenged 
by Rufus Tucker who showed that had ail 
the data available in Means’ study been used, 
no such relationship would emerge, by Thorp 
and Crowder who examined the relationships 
for 407 products, and by Alfred Neal who 
showed the importance of raw materials and 
labor content as factors in price behavior. 
(See Appendix C.) 

John M. Blair has recently reexamined the 
Crowder—Thorp material in detail and the 
Neal approach in general terms.' He also 
has attempted to bolster the Means case by 
citing additional illustrations to prove the 
eoncentration-price inflexibility thesis. 

In particular, Blair cited several alleged 
inadequacies in the Crowder—Thorp study. 


1. Their failure “to eliminate products 
which are not meaningful for this type 
of analysis.’’ Under this heading Blair 
is critical of the inclusion of “geo- 
graphically isolated products,” “freight 
absorption products,” and “raw ma- 

terial affected products.” 


2. Inadequacies of census realization fig- 
ures aS a measure of price changes. 
Blair claims that these inadequacies in the 
Crowder—Thorp data create biases which 
“operate against the appearance of a rela- 
tionship’’ between concentration and price 
inflexibility (p. 433). While Blair illustrated 
the deficiencies, he made no attempt to de- 
termine their quantitative significance. No 
data were presented to show whether the 
elimination of the challenged products would 


yield a more meaningful relationship be- 
tween concentration and price inflexibility 
for the remaining products. 

A review of average changes in BLS whole- 
sale prices and in Census averaged realized 
prices and the changes in individual prices 
where data were available indicates that 
there is no warrant for excluding iron and 
steel products, chemical products, and non- 
ferrous metals from the Crowder—Thorp 
sample on the basis of freight absorption as 
Blair suggests. Where this factor played a 
role, it generally appeared to be a relatively 
unimportant one. No significant bias is in- 
troduced in the Crowder—Thorp material by 
the inclusion of these products. In fact, two 
of these industries provide major exceptions 
to the concentration-price inflexibility thesis. 
The nonferrous metals combined a high 
degree of concentration of production and 
price flexibility in the 1929-1933 period. For 
the chemical products, high concentration 
was accompanied by widely varying degrees 
of price flexibility and inflexibility. 

“Raw materia: affected” products, which 
Blair also would exclude, tend to have high 
concentration of production. Out of 91 prod- 
ucts, in this category, 19 had a concentration 
ratio of over 80 per cent and 41 products 
had a ratio between 50 per cent and 80 per 
cent—or a total of about two-thirds of the 
products in this category. These products also 
exhibited a high degree of price flexibility in 
the 1929-1933 period. Forty-six products or 
more than half the total reported price de- 
clines in excess of 40 per cent. Only 13 prod- 
ucts or one-seventh of the total recorded 
price declines of less than 20 per cent. Thus, 
with some exceptions these “raw material 
affected” products tended to combine a sub- 

1 John M. Blair, “Means, Thorp, and Neal on Price 


Inflexibility,” The Review of Economics and Statis- 
tics, November 1956, pp. 427-35. 
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stantial amount of concentration with a high 
degree of price flexibility. 

The fundamental question, however, is why 
should products with a high raw material 
content be excluded from the sample? We are 
concerned with the relationship between con- 
centration of control and price rigidity. “Raw 
material affected” products are in an entirely 
different category from “geographically iso- 
lated” products and “freight absorption” prod- 
ucts. For the latter two groups the basic 
challenge concerns the adequacy of the sta- 
tistics. For the ‘‘raw material affected” prod- 
ucts, on the other hand, the challenge con- 
cerns the characteristics of the product. 
If industries characterized by high concentra- 
tion of control cannot maintain inflexible 
prices, then some force more powerful than 
concentration must be at work. It is certainly 
proper to challenge data which may be sta- 
tistically inadequate and to exclude them if 
they are found to be defective. But there is 
no warrant to exclude products merely be- 
cause they are subject to influences which 
make it possible for their price behavior to 
vary from a preconceived pattern. 

The “raw material affected” products prop- 
erly were included in the Crowder—Thorp 
study in an effort to test the validity of the 
concentration thesis. The bias was created in 
Gardiner Means’ material when he excluded 
such products. This follows from the con- 
clusion cited earlier, namely, the tendency 
for highly concentrated “raw material af- 
fected” products to be among those with the 
greatest price flexibility. To reach his con- 
clusions, Means had to exclude these non- 
conforming industries. 

It is interesting to see what would be the 
effect of eliminating all the various categories 
of products which Blair criticized. Chart 11 
is the original Crowder—Thorp chart while 
Chart 12 shows the 217 products which re- 
main after eliminating the 190 products, 
including “raw material affected” products, 
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which create the “biases” about which Blair 
was concerned. This revised chart is little 
different in appearance from the original 
Crowder—Thorp chart. The coefficient of 
correlation for the remaining 217 items wag 
only .178. This low coefficient shows that 
there was little significant correlation be. 
tween concentration and price inflexibility 
even after eliminating the various categories 
of products which were challenged. Thus, 
after as well as before the elimination of the 
190 products, we have a picture of little 
meaningful relation between concentration 
and price inflexibility. 

To prove that concentration causes price 
inflexibility, Blair also cites from the Na- 
tional Resources Committee study a series 
of contrasts between what he calls “‘atomis- 
tic’ industries products and “concentrated” 
products. 

However, there are also many illustrations 
of high concentration combined with price 
flexibility and of low concentration combined 
with inflexibility which Blair does not men- 
tion. Included in the former category are the 
following: 


Concentration 


(percent) Sensitivity 
Zinc pig 70.4 52.8 
Tin 89.6 61.6 
Steel scrap 70.6 66.0 
Solder 62.3 56.2 


For these industries, prices were sensitive 
despite high concentration ratios. 

Table 23 reproduces the data for iron and 
steel and their products which appear in the 
National Resources Committee-Means study. 
The tabulation covers mainly steel products 
rather than the so-called basic steel industry. 
With two exceptions (steam and hot water 
heating apparatus, and steel barrels, kegs, 
and drums), the 16 industries in this cate- 
gory had inflexibile prices in the 1929-32 per- 
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Chart No. 11 


RELATION BETWEEN CONCENTRATION RATIO AND PERCENTAGE 


‘ 
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CHANGE IN AVERAGE REALIZED PRICE, 1929-33 


Source: Willard L. Thorp and Walter F. Crowder, ‘The Structure of Industry", Monograph No. 27, 
Temporary National Economic Committee, Washington, D. C. 1941, page 358. 

















1120 ADMINISTERED PRICES 


Chart No. 12 


RELATION BETWEEN CONCENTRATION RATIO AND PERCENTAGE 
CHANGE IN AVERAGE REALIZED PRICES, 1929-33 
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jod. Yet 8 of these industries had concentra- 
tion ratios below 40 per cent and an addi- 
tional 4 industries had ratios between 40 per 
cent and 50 per cent. For most of these steel 
product industries, there was relatively low 
concentration combined with price inflexi- 
bility. The fact that these are all durable 
goods provides a more logical explanation 
of their price behavior than does the extent 
of concentration. 

These illustrations of exceptions to the 
concentration-price inflexibility theme could 
be multiplied. Attention has been directed to 
them so that a better perspective may be ob- 
tained than is presented by Blair. 


TABLE 25 


Relationship Between Concentration and Price 
Decline 1929 to 1932, Iron and Steel and 
Their Products 


Concen- Price 
tration Decline 
Industry Ratio 1929-1932 
(per cent) 

Stoves and ranges and warm air 

furnaces Pil dai an ece sa biatha. el 16.3 
Wirework, n.e.c. ............ ASE 12.5* 
EE PN 6660s thes sWilaytceseys 23.9 10.6 
Bolts, nuts, washers, and rivets. 33.6 18.2 
Plumbers supplies, not including 

pipe or vitreous sanitary 

ee cL 34.3 21.8 
Cutlery and edge tools ........ 36.3 8.7 
Steel barrels, kegs, and drums . 37.0 30.0 
Steam and hot water heating 

apparatus and steam fittings 38.7 43.9 
Cast iron pipe and fittings .... 42.4 17.1 
Wrought pipe, welded and heavy 

Sinn eulvenwavanne.> 4000s 47.4 6.9 
Nails, spikes, etc. ....... es. * 20.3 
Steelworks and rolling mill 

a ceavidest meee 17.7 
ED, + on o't'd Ra : 63.4 4.9 
Blast furnace products 66.0 23.5* 
Tin cans and other tin ware .... 80.8 8.3 
Files ... ' ; ; ce) ee 0 


* Reliability of price data in relation to Census 
classification considered to be poor. 

Source: National Resources Committee, The Struc- 
ture of the American Economy, Part 1, Washington, 
June 1939, p. 267. 


The conclusion to be drawn from the above 
data seems clear. Price inflexibility may take 
place whether there is concentration of control 
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or not. Conversely, many commodities which 
are controlled by only a few sellers are highly 
flexible in price—as are many other commodi- 
ties which are not subject to such concentra- 
tion. That concentration of production may 
result in price inflexibility is clear. But such 
a relationship is far from universal, There are 
many other equally important factors which 
must be considered. 

The price system is a composite of many 
different kinds of prices, all of which must be 
considered in any study of inflexibility. A 
survey of the causes of price inflexibility in 
the entire price system—which embraces 
wages, utility rates, retail prices, interest 
rates, as well as wholesale prices—reveals a 
wide myriad of factors which are important. 
No single cause dominates or is responsible 
for the entire area of inflexibility. Although 
in certain parts of the price system one of 
these factors may account for the prevailing 
inflexibility, in any appraisal covering the 
entire price system they all play a role. 

In a comprehensive study published in 
1940, the writer presented the following out- 
line of the causes of price inflexibility :' 


I. CHARACTERISTICS OF THE PRODUCT OR 
INDUSTRY 


A. In terms of factors affecting de- 
demand 
1. Durability 
2. Producers’ or consumers’ goods 


3. Degree of processing—finished 
or semi-finished goods or raw 
materials 


4. Joint demand 
5. Availability of substitutes 


6. Luxury or style goods or neces- 
saries 


~ 


Standardized, unique, or differ- 
entiated 


ge 


Number of buyers 
Seasonality 


Jules Backman, “Causes of Price Inflexibility,” 
Quarterly Journal of Economics, May 1940, pp. 59-60. 
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B. 


II. 


ITI. 


C. 
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In terms of factors affecting costs 
1. Rigidity of wage rates 

2. Price rigidity of materials 

3. Nonpostponable overhead 


In terms of factors affecting physi- 
cal supplies 


1. Ease of entry for new producers 
2. Number of sellers (see also III) 


3. Time required to expand capac- 
ity and output 


Perishability of product 
Seasonality 


LAW OR ADMINISTRATIVE DECREE 


A. 


S 


Governmental agencies—telephone, 
gas, railroad, electric and water 
rates 


Minimum wage and maximum hour 
legislation 


Tariff 

Direct price control 

Indirect price control 

1. Production control 

2. Loan programs 

8. Marketing agreements 

Making it possible for private inter- 
ests to control prices 

1. Patents and copyrights 


2. Resale price fixing—fair trade 
acts 


3. Limitations on sales below cost 
—unfair practices acts 


CONCENTRATION OF CONTROL 


A. 


Monopoly or oligopoly 
1. Producers 
2. Labor unions 


B. Collusion—to restrict output, allo. 
cate production, share markets, ete, 


C. Price leadership 
D. Central sales agencies 
E. Trade association activities 


IV. MARKETING TECHNIQUES 
Suggested prices on packages 
Advertising of standard prices 
One-price policy 


Product differentiation 


Hoo wD > 


“In between” prices 


V. STRUCTURE OF THE MARKET 
A. Organized or “unorganized’’ mar- 
kets 
B. Scope of market area 


C. Marketing channels used 


VI. HABITS AND CUSTOMS 
A. Price of professional services 
B. Price lining 


C. Coinage system 


VII. CONTRACTUAL ARRANGEMENTS—LONG- 
TERM 

Now, seventeen years later, after devoting 
considerable additional time to the study of 
prices and price behavior, I am even more 
convinced that diversity of price behavior is 
explainable only in terms of a wide variety 
ef causal factors. In this area, as in connec- 
tion with so many other economic problems, 
the simple answer has great attraction but 
little practical usefulness. Price inflexibility 
may result from concentration of control or 
monopoly power under some circumstances, 
but the causal relationship between them is 
not so close as to provide a useful guide for 


public policy. 
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VI. SUMMARY AND CONCLUSIONS 


THE term administered price provides a 
useful description of the price making pro- 
cess in most segments of the economy. It 
does not involve a judgment that either the 
process or the price charged is wrong. The 
term does not indicate whether prices are 
fair or unfair, whether price behavior is 
good or bad, or whether prices are too high 
or too low. Unfortunately some writers have 
used the term to describe a form of price 
behavior—usually one which they do not 
approve. 

It is useful to understand what adminis- 
tered prices are not. 


They are not monopoly prices 
They are not prices set only by big 
business 


They are not identical with inflexible 
prices 


Approximately nine-tenths of the whole- 
sale price index is in the administered price 
category. All retail prices by their nature are 
administered. Competitive market pricing as 
postulated in economic theory, therefore, is 
applicable in an extremely small proportion 
of the economy. 

The suggestion that administered prices 
create inflation is a new one. It has not been 
oTered as a theory of inflation in the past. 
The term inflation usually is associated with 
an excessive expansion of money and cre@it 
or with large budgetary deficits for the fed- 
eral government. These were the factors 
primarily responsible for the substantial 
price inflation in this country during World 
War II and in the postwar period. However, 
the price rise in the past two years has not 
been accompanied by new inflationary stim- 
uli from these sources. 

An examination of the anatomy of the rise 
in wholesale prices shows that the major 
areas of increase have been in the industries 


most affected by the capital goods boom 
and/or those industries with the highest 
proportion of labor costs to total costs. The 
policies required to limit a boom are found 
in the monetary and fiscal areas. The 
“tight”’ money policy is a proper one to limit 
a boom as is the policy of a federal budge- 
tary surplus. This is the main justification 
for continuing the current burdensome level 
of taxation and for reducing the level of 
government spending. 

Increases in wages and other labor costs 
have been substantially greater than the 
gains in productivity. The resulting rise in 
unit labor costs has created a cost-push for 
many products. Where this cost-push coin- 
cided with the impact of the boom, the larg- 
est price rises have developed. The steady 
rise in the service component of the con- 
sumer price index also is of interest in this 
connection because many services are pre- 
dominantly labor costs and their higher 
prices reflect the rising level of those costs. 

What to do about administered wages is 
a key problem. Certainly we cannot continue 
to have labor cost increases sharply in ex- 
cess of gains in productivity without either 
price rises or increasing unemployment or 
some combination of both. In a period of 
expanding money supply, the higher price 
alternative was easily attained—to the seri- 
ous disadvantage of the many citizens, par- 
ticularly elder ones, whose incomes are fixed. 
But as the money supply fails to expand, 
there is a more serious threat of unemploy- 
ment as consumers are priced out of the 
market. Wage control is not the answer 
since such controls are repugnant to our 
citizens, have never been used in peacetime 
in this country, and probably would fail if 
adopted. 

In the 1955-1957 period, some adminis- 
tered prices have increased while others have 
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shown little change or have declined. The 
latter group of prices is found in the indus- 
tries which have not participated fully in the 
boom. In light of these differences in be- 
havior it is difficult to understand how price 
administration per se can be responsible for 
the general price rise during this period. 

Similarly, no relationship was found be- 
tween the extent of concentration and the 
magnitude of recent price rises. Many indus- 
tries with low concentration ratios had 
larger price rises than industries with higher 
concentration ratios. Where other conditions 
have either favored or compelled a price rise, 
administered prices have risen. Where the 
reverse has been true, administered prices 
have failed to rise. The primary pressures 
and responsibilities for price behavior are 
found in these other forces rather than in 
the fact of price administration or in the 
extent of concentration. 

Administered prices have been criticized 
as contributing to instability in our economy. 
Despite periodic interruptions to the long 
term trend, our economy has experienced a 
rate of growth and a rising standard of liv- 
ing which is the envy of the world. The 
interruptions to this growth, namely, reces- 
sions and depressions, have usually been of 
brief duration. The major depressions have 
followed major wars and have been the di- 
rect result of the dislocations accompanying 
those wars (for example, the 1870’s and 
1930’s). Most recessions have been small in 
depth and in duration. It is not true that 
small declines have been converted into deep 
depressions because of the alleged inflexi- 
bility of administered prices. The most re- 
cent illustrations are found in the modest 
recessions of 1948-49 and 1953-54. 

Students of the business cycle usually at- 
tribute our periodic recessions to a wide 
variety of causes including excessive expan- 
sion of credit, excessive inventory accumula- 
ton, the relationship between savings and 


investment, underconsumption, wars, and 
other factors. Administered pricing is not 
given much significance in lists of causal 
forces of the business cycle. 

The long term record of growth, the fact 
that most recessions are modest in depth and 
in duration, and the ready identification of 
the forces which have led to severe depres- 
sions (the imbalances arising from wars and 
the resulting excessive expansion of money 
and credit), indicate that inflexible prices 
may make a constructive contribution to eco- 
nomic stability rather than act as an unsta- 
bilizing force. 

An examination of the changes in prices 
and production during the post-1929 decline 
provides no support for the alleged unsta- 
bilizing effects of price inflexibility. There 
has been no relationship between the changes 
in prices and in shipments in the steel indus- 
try in the four recessions since 1929 or in 
the 1954-55 recovery. This conclusion also 
applied to the more comprehensive study of 
experience in manufacturing and mining in- 
dustries in the 1948-49 and 1953-54 reces- 
sions. There is no factual support for the 
generalization that declining production and 
rising unemployment during a recession is 
attributable to price administration. 

Differing patterns of change in produc- 
tion or in shipments in the steel industry 
and in the economy generally are related to 
the economic characteristics of the individual 
products. Of particular importance is the 
postponable nature of demand for durable 
goods and for producers’ goods. 

Diverse experience with changes in output 
is not the result of the method by which 
prices are determined, whether by adminis- 
trative decision or by market determination. 
While the extent of price change plays a 
role in determining effective demand during 
periods of relative stability, other forces 
appear to be more important during periods 
of recession or recovery. 
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Concentration of control is not the pri- 
mary factor determining the extent of price 
inflexibility. Many commodities which are 
produced by only a few sellers are highly 
flexible in price while industries with many 
sellers often have inflexible prices. In fact, 
there is little relationship between price in- 
flexibility and concentration. Nor is there 
any relationship between administered prices 
and concentration. 

Actually, price behavior and inflexibility 
are affected by many causes. No single cause 
dominates or is responsible for the entire 
area of inflexibility. Among the major con- 
tributing causes are: characteristics of the 
product or industry, law or administrative 
decree, concentration of control, marketing 
techniques, structure of the market, habits 
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and customs, and contractual arrangements. 
Price inflexibility may result from concentra- 
tion of control or monopoly power under 
some circumstances, but the causal relation- 
ship between them is not so close as to pro- 
vide a useful guide for public policy. 

Administered pricing is not new although 
the term has been used for less than a quar- 
ter of a century. Administered prices have 
always been important in our economy. It is 
also clear that administered prices cannot be 
eliminated from the economy. Any attempt 
to recreate in real life the theoretical world 
of large numbers of sellers competing in an 
idealized auction market would destroy the 
industrial machine which has made America 
great and would lead to a significant decline 
in the standard of living. 
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Cost of Facility Replacement 


and Modernization 


by M. W. REED, Executive Vice President—Engineering and Raw Materials 


UNITED STATES STEEL CORPORATION 


IMPROVEMENTS in processes and equip- 
ment become of no significant value to society 
until they are put to beneficial use and in the 
steel industry this costs a lot of money in 
addition to encountering the hazards of long 
term venturous investments. 

For many years, costs and prices have 
been rising with the result that new and 
replacement facilities require more and more 
capital funds each year. The inevitable con- 
sequence is higher cost per unit of product 
unless technology and engineering devise 
means within the new facilities to enable 
greater productivity sufficient to offset not 
only the increased cost of investment but also 
the constantly increasing cost of labor. 

In the past 17 years, there has been in U. S. 
Steel an aggregate deficiency of about $900,- 
000,000 in the amount of wear and exhaustion 
recorded as compared with the amount needed 
for the recovery of buying power. The sig- 
nificance of this statement is illustrated by 
reference to Table A, attached, which shows 
the large percentage increases in prices paid 
by U.S. Steel for a representative number of 
practically identical facilities which have 
been purchased in different years from 1923 
to 1956. Those who are interested in details 
may note for example that: 


Item 2 represents a battery of coke 
ovens installed in 1924. The replace- 
ment cost in 1953 is about 514 times 
that of the original facility. 


Item 3 covers the prices paid for 
identical coke batteries in the same loca- 
tion and it js noted that a battery built 


in 1954 cost about twice that of 1947 
and a third identical unit presently being 
constructed will cost about 214 times 
that of the 1947 unit. 


Item 6 illustrates what has happened 
to the cost of building blast furnaces 
which are basic facilities required for 
the production of iron to be converted 
into steel. The figures demonstrate that 
as compared with 1930 the prices in 1952 
were about 43, times as much and pres- 
ently have risen to 514, times as much. 


It will be interesting to observe Chart I 
where Curve A gives the history of the av- 
erage cost to U. S. Steel of one hour of labor 
of its employees; Curve B shows the history 
of the construction cost index as published 
by the Engineering News-Record; and Curve 
C shows the record of steel prices as reported 
by the Bureau of Labor Statistics. This 
chart covers a period of 44 years through 
1956. It has been the experience of U. S. 
Steel that its own costs of new and replace- 
ment facilities and plants have very closely 
paralleled the cost index of the Engineering 
News-Record. 

It is at once apparent that, over the years, 
the cost of a unit of labor has risen much 
more than the cost of a unit of construction 
or the cost of a unit of steel. Technology, 
that is, the beneficial results of engineering 
and research made available through ex- 
penditure of capital funds, is the only major 
reason that construction costs and steel prices 
have not leaped upward in the way that labor 
costs have. 
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EMPLOYMENT COSTS, CONSTRUCTION COSTS, AND 
IRON AND STEEL PRICES 
A—INDEX OF EMPLOYMENT COSTS PER EMPLOYE HOUR — 
U. S. Steel Corp. 


B—INDEX OF CONSTRUCTION COSTS — 
Engineering News-Record 


C—INDEX OF IRON AND STEEL PRICES — 
U. S. Bureau of Labor Statistics 
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Cost of Facility Replacement and Modernization 


CHART | 


ENGINEERING NEWS-RECORD CONSTRUCTION COST INDEX 
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Let us observe Chart II where the con- 
struction cost index as published by the En- 
gineering News-Record has been divided into 
its proportions of components showing labor, 
other materials, and steel. While the cost of 
the unit package of construction as shown by 
the Engineering News-Record index has in- 
creased substantially over the 44-year period, 
the index has been regarded as 100 per cent 
in each year on Chart II. Throughout the 
period shown, the unit package of construc- 
tion cost is composed of constant quantities 
of labor, steel, cement, and lumber. This ex- 
hibit shows that in this period the cost of the 
labor portion of this unit has increased from 
38 per cent to 62 per cent while the cost of 
the materials portion has decreased from 62 
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per cent to 38 per cent. It is further sig- 
nificant to note that these materials costs 
showed a relative decline in spite of the 
higher labor costs included in the prices of 
such materials. 

I particularly wish to call attention to the 
steel share of the construction cost package. 
Keep in mind that this is the same package 
from year to year. Steel, though constant in 
amount from year to year, has progressively 
been responsible for less and less of the cost 
of the unit package—in fact has decreased 
from 38 per cent to 17 per cent. In the past 
10 years in the face of severe inflation, steel’s 
share remains practically at the low level 
reached as a result of the frozen price sched- 
ule of World War II. 
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Cost of Facility Replacement and Modernization 


Again I make the point that the relative 
down-trend in the cost of materials and of 
steel, in the face of markedly increased costs 
of labor has come about mostly through one 
factor, namely, research and engineering put 
to work by management through capital 
expenditures. 

Heavy industry, such as steel, must con- 
tinuously expend large capital funds required 
for necessary replacements and moderniza- 
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tion as well as for expansion in order to pro- 
vide jobs and to keep up with the economy of 
the country. In fact, in two recent instances 
the facility cost of providing jobs has worked 
out at $135,000 and $190,000 per man re- 
spectively. Capital requirements for these 
purposes grow larger year by year in keeping 
with the increasing tempo of technology and 
aggravated by the rapidly increasing costs 
of labor in construction during recent years. 


TABLE A 


Examples of Relative Prices Paid by U. S. Steel for 


New and Replacement Facilities 
1923 Through 1956 


Price of Original Year in Each Case = 


Item Facility 
1 Coal Washing Plant 
2 Coke Battery 


3 Coke Battery 


20-Ton Ore Unloader 
376’ Span Ore Bridge 
Blast Furnace 


7 45” Slabbing Mill 


Billet Mill 
Skelp Mill 
10 80” Hot Strip Mill 


11 56” Continuous Pickling Line 


12 5-Stand C. R. Mill 

13 38” Elec. Cleaning Line 
14 56” Elec. Cleaning Line 
15 Coil Annealing Furnaces 
16 38” Elec. Tinning Line 


100% 

Original Later Relative Price 
Year Years — _ (Per Cent) : 
1954 1957 117.6 
1924 1953 568.6 
1927 1946 259.3 
1927 1951 539.5 
1947 1954 206.2 
1947 1957 223.3 
1944 1956 242.7 
1927 1956 448.8 
1930 1943 201.6 
1930 1948 231.0 
1930 1952 473.3 
1930 1957 525.4 
1938 1944 161.6 
1952 1957 136.5 
1949 1953 143.5 
1923 1951 373.3 
1936 1938 143.2 
1936 1952 394.7 
1945 1946 130.4 
1945 1956 361.9 
1941 1952 393.2 
1936 1946 356.0 
1946 1951 214.9 
1951 1957 170.9 
1950 1955 145.9 


1950 1956 154.1 
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Item 
17 


18 


19 
20 


21 
22 
23 


24 


25 
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TABLE A (Continued) 


Facility 


Continuous (Light Gauge) 
Galvanizing Line 


Continuous (Heavy Gauge) 
Galvanizing Line 


Heavy Duty Engine Lathe 
Open Side Planer 


Vertical Boring Mill 
40-Ton Capacity Locomotive 
Crane 


Heavy Duty Vertical Boring Mill 
160-Ton Mixer Type Ladle Car 


8,000 H.P. Reversing Motor 


Original 
Year 


1947 


1945 


1946 


1946 
1946 


1925 
1925 


1945 
1945 


1946 


1937 
1937 
1937 


1945 
1945 


Cost of Facility Replacement and Modernization 


Later 
Years 


1950 


1953 


1950 


1951 
1955 


1945 
1956 


1950 
1955 
1955 
1945 


1952 
1955 


1950 
1955 


Relative Price 
(Per Cent) 


107.9 
241.7 


125.2 
141.1 
167.2 
251.6 
560.7 
146.2 
185.6 
238.0 


143.4 
254.2 
289.4 


169.1 
214.5 
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Productivity in United States Steel 


by R. CONRAD COOPER, Vice President—Administration Planning 


UNITED STATES STEEL CORPORATION 


ASIDE from taxes, the cost per unit of pro- 
duction in U. S. Steel, as in any other manu- 
facturing enterprise, is determined by the 
unit costs of man-hours, machines, and ma- 
terials, and the combined effectiveness with 
which all of these factors of production are 
utilized—in other words, unit prices and pro- 
ductivity. But as seen in this and other pre- 
sentations the-unit prices U. S. Steel must 
pay for employment and purchased goods and 
services have been increasing at rates far in 
excess of increases in productivity. 

U. S. Steel has studied the subject of pro- 
ductivity measurement for many years. 

Because comparisons in terms of product 
output per man-hour are easily made and 
often used by many people, the early studies 
in U. S. Steel were devoted to the question of 
whether such figures might properly be used 
as a measure of productivity changes. 

Those studies soon established beyond 
doubt that such comparisons are not sound 
measures of productivity change. 

They make interesting comparisons in 
various situations, but in the final analysis, 
they show only one thing, namely, the rela- 
tionship between quantity of product turned 
out and the man-hours used in the accom- 
plishment. They give no light as to what 
caused the change when such occurs. In 
steel they are affected significantly by: 


1. Volume and customer requirements. 
2. Capital improvements of facilities: 


8. Product variations as to grade of steel, 
size, shape, etc. 


4. Improved methods and practices. 


5. Quality of raw materials. 





6. Quantity of purchased goods and ser- 
vices. 


7. Employee performance rates. 


Because product output per man-hour fig- 
ures are subject to such influences, they can- 
not even be used as reflecting a ‘Sound 
measure of the labor portion of productivity, 
to say nothing of the other two major ele- 
ments thereof, namely, machines and ma- 
terials. 

Deficient and unsound as they are to 
measure productivity, however, such figures 
cannot be ignored. All elements of industrial 
progress tend in the direction of increasing 
product output per man-hour. Psychologi- 
cally, the term “increased output per man- 
hour” implies increased effort on the part of 
the productive men. Therefore, the term 
can be used or misused for what may sound 
like plausible, persuasive, and conclusive ar- 
gument on behalf of the men. As a matter of 
fact, however, in the main, increased output 
per man-hour comes as the result of in- 
creased volume enabled by improved equip- 
ment which tends to lessen the efforts of 
men. * 

Nevertheless, it is interesting to know what 
the record shows regarding product output 
per man-hour in U. S. Steel. 

On the basis of the Annual Report data, 
U. S. Steel’s public shipments of steel prod- 
ucts advanced from 14.9 tons per 1000 man- 
hours in 1902 to 47.3 in 1956, representing 
progressively an increase of 2.2 per cent 
annually.* 


* This can only be regarded as an approximate meas- 
urement because U. S. Steel is engaged in activities 
other than steel production. 
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This rate of increase, however, was differ- 
ent for various periods during that interval 
of time as follows: 


1. From 1902 through 1911, a negligible 
increase. 


2. From 1911 through 1940, a progressive 
increase of 2.5 per cent annually. 


8. From 1940 through 1950, a progressive 
increase of 2.6 per cent annually. 


4. From 1950 through 1956, a progressive 
increase of 2.9 per cent annually. 


5. From 1940 through 1956, a progressive 
increase of 2.7 per cent annually. 


Having concluded long since that such fig- 
ures cannot be used to measure productivity 
or changes therein, the studies in U. S. Steel 
were diverted toward other possible avenues 
of solution. 

The first real question of substance to be 
answered, after all, is what does the term 
“productivity” really mean. In our opinion 
it means in steel production the effective 
rate at which the combined forces of men, 
machines, and materials are utilized to con- 
vert raw materials into articles wanted by 
the consuming public. 

On this basis, it becomes quite obvious 
that no device, no matter how accurately de- 
termined, which simply treats with one of 
the three primary elements involved in pro- 
duction, namely, man-hours, can be adequate 
for the purposes at hand. It seems equally 
clear that a measure of productivity change 
must measure the effectiveness with which 
all three elements of costs, men, machines, 
and materials, are utilized. 

Recognizing that the only known common 
denominator between men, machines, and 
materials is to be found in terms of cost 
measured by dollars, consideration has been 
given to a so-called “value added” theory, 
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which has had considerable public mention, 

Proponents of this theory hold that the 
real measure of productive effectiveness is 
the amount of “value added” through manu- 
facture, as measured by the dollar difference 
between sales proceeds and cost of purchased 
goods and services. It is further argued, by 
proponents of the theory, that the “value 
added” per man-hour, and changes therein, 
reflect a true measure of productivity, and 
productivity changes. 

That such figures do not provide a sound 
base to measure productivity changes in 
U. S. Steel can be established by noting but 
four points: 


1. A price change in either purchased 
goods or product sold would be reflected as a 
productivity change, although neither would 
either increase or decrease the effectiveness 
with which men, machines, or materials are 
used. 


2. Because man-hours in steel do not vary 
in direct proportion to changes in volume of 
product, any volume change would be re- 
flected in ‘“‘value added” per man-hour because 
gross value does vary almost directly with 
volume of production. 


8. Such figures do not take account of the 
fact that increased volume accrues primarily 
through increased capital investment for fa- 
cilities. 

4. In U. S. Steel the principal raw ma- 
terials used in the production of steel are not 
purchased, they are mined by U. S. Steel, and 
hence would enter into the calculations at 
slightly more than zero value. 


Having concluded that a sound measure of 
productivity changes is not to be found in 
the value added theory, the search for sound 
measurement devices in U.S. Steel is a mat- 
ter of constant study and research. 

To date these studies hold some promise 
that ultimately they may be employed to: 
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provide a sound measure of productivity in 
its real sense as related to all factors of pro- 
duction costs; measure the changes in pro- 
ductivity from time to time; account for the 
principal factors which caused such changes ; 
and measure the extent to which each such 
factor contributed. But even if such expecta- 
tion is realized, it will not be until some time 
in the future, and even then will not provide 
reliable trend information until many years 
hence. And not until this point is reached 
will we have a reliable measure of produc- 
tivity change. 

In the meantime, in U. S. Steel, we have 
found ourselves hearing and reading much 
discussion of an extremely important subject 
concerning which there is little agreement as 
to its definition and less agreement as to its 
measurement. 

But for the benefit of those who cling to 
what we believe to be the unsound idea that 
productivity is measured by output per man- 
hour, the following facts are worth noting: 


1. From 1940 through 1956, the total em- 
ployment cost per man-hour in U. S. Steel 
increased at the rate of 8.1 per cent com- 
pounded annually. 


2. Public shipments of steel products per 
man-hour in U. S. Steel increased at the rate 
of 2.7 per cent compounded annually. 


3. Since product output per man-hour fig- 
ures do not in any way measure the factors 
of material and facility costs, and since both 
of these cost factors have been increasing, it 
is obvious that productivity has been increas- 
ing less than product output per man-hour in 
U. S. Steel—in other words, less than 2.7 per 
cent compounded annually. 


4. On the foregoing basis, from 1940 
through 1956, total employment cost per 
man-hour in U. S. Steel increased three times 
as fast as product output per man-hour, and 
more than three times as fast as productivity. 
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No industry in which its own employment 
cost is such a large proportion of total cost 
could have endured this disparity without 
increasing the prices of its products and 
services. 

And even the improvement that was real- 
ized in output per man-hour could not have 
come about except for: (1) large sums of 
money invested to improve facilities; (2) 
increased volume enabled by capital invest- 
ment; and (3) improved methods and prac- 
tices brought about primarily by manage- 
ment. That these statements are factual is 
demonstrated in the following paragraphs. 


1. The Effects of Capital Improve- 


ments of Facilities 


THE effects of capital improvements of 
facilities upon the product output per man- 
hour in steel production cannot be over- 
Speaking with respect to in- 
dustry generally the U. S. Depariment of 
Labor, Bureau of Labor Statistics, states 
that: 


emphasized. 


“The long-term upward trend of output 
per man-hour is due mainly to technical 
improvements in industry.” [Monthly 
Labor Review, Volume 63—No. 6, Page 
893, Paragraph 4.] 





Such technical improvements in U. S. Steel 
require the expenditure of tremendous sums 
of money, the specific extent of which has 
been mentioned in other presentations. Suf- 
fice it for the moment and the purpose at 
hand to note that these capital improvements 
of facilities tend generally to: (1) increase 
productive capacity; (2) reduce the required 
man-hours per unit of product; (3) improve 
quality of product; and (4) make easier the 
jobs of operation. 

One of the findings resulting from an im- 
partial and exhaustive study of certain sig- 
nificant operations in steel is that: 


“The facts demonstrate that the gradual 
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decline in man-hours per ton over the 
25-year period was a result of constant 
replacement and improvement in plant 
and equipment. Further, this techno- 
logical advance could not have taken 
place . . . without the expenditure of 
millions of dollars.” [Dissertations, 
Volume XV, Fordham University, Pro- 
ductivity in the Blast Furnace and Open 
Hearth Segments of the Steel Industry, 
1920 to 1946, Page 82, Paragraph 4.] 


Illustration of a significant case in fact is 
set forth in Exhibit I taken from official 
records of one of the Divisions of U. S. Steel. 
It shows that in a representative month the 
tin mill conversion of a given kind of tin 
plate utilized 34.8 man-hours per ton on the 
old style hot mill process at Shenango and 
only 12.4 man-hours per ton on the new con- 
tinuous mills at Irvin. In the latter case the 
tons per man-hour were 180 per cent higher 
than in the former. Anyone who has seen 
these two types of operation must be im- 
pressed with the magnitude of capital invest- 
ment involved and will agree readily that 
the work required of employees in the new 
process is not to be compared with the more 
difficult work of the old. 

Another type of illustration is to be found 
in the case of blast furnaces. In the produc- 
tion of blast furnace iron, the two most im- 
portant elements in the productive rate of 
the unit are the size of the furnace and aux- 
iliary equipment, and the quality of raw 
materials used. For a specific set of condi- 
tions the output is directly associated with 
the size of the furnace and its auxiliaries, 
which normally is expressed in “tons per 
square foot of hearth area,” the hearth area 
representing the inside diameter of the fur- 
nace at the elevation of the tuyeres. Thus, 
a 20-foot furnace has 314 sq. ft. hearth area 
and a 27 ft. furnace has 573 sq. ft. In the 
Pittsburgh district of U. S. Steel’s operations 
both of these furnaces would be rated at and 
normally would produce 2.24 tons per square 
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foot of hearth area. Accordingly, the 20 ft, 
furnace will produce 705 tons a day and the 
27 ft. furnace will produce 1,283 tons per day 
with exactly the same crew. This is not mere 
theory. The following table sets forth the 
record illustrating this kind of improvement 
in U. S. Steel. 


Rated Capacity—All Products 








Blast Tons per 
Furnaces Furnace Tons per Year 
Year Available Per Day (000 omitted) 
1929 99 665 22,729 
1939 85 783 22,957 
1948 80 902 24,861 
1956 82 1,030 29,121 


These figures are particularly significant 
from the standpoint of capital investment 
and its relationship to increased production, 
and product output per man-hour. Note that 
the number of furnaces decreased from 99 
to 82 and the annual capacity increased by 
6.4 million tons. This means that 28 per 
cent more total product can be produced with 
17 per cent less man-hours, a total product 
output per man-hour increase of 54.2 per 
cent. 

Attention is called to Exhibit II which sets 
forth the case history of No. 6 Blast Fur- 
nace at Gary Works of U. S. Steel. It con- 
trasts the situation of this furnace in 1910, 
following original construction at a cost of 
$613,843, to the situation existing after com- 
plete rebuilding in 1946, at a cost of $3,441,- 
000. 

The results in 1946 as compared to 1910 
were that : (a) daily capacity increased 222 
per cent; (b) number of men per turn de- 
creased 21 per cent; (c) turns per day in- 
creased 50 per cent (change from 12 to 8 
hour shifts); (d) number of men per day 
increased 18 per cent; (e) man-hours per 
day decreased 21 per cent; (f) required man- 
hours per ton of capacity decreased 75 per 
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cent; (g) product output per man-hour at ca- 
pacity increased 308 per cent; (h) capital 
investment increased 460 per cent; and (i) 
total capacity to produce increased 203 per 
cent. 

This is a shining example of the long-term 
benefits of improved tools of production. 
Jobs were added, working hours were short- 
ened, leisure time was increased, yet greater 
capacity to produce was created and the 
product output per man-hour was more than 
quadrupled because managerial skill was ap- 
plied and the owners’ savings were risked 
to the extent of 460 per cent added invest- 
ment. 

The foregoing are but illustrative cases. 
Improvements of a capital investment nature 
proceed constantly and in great magnitude 
in U. S. Steel. 


2. The Effects of Volume and Cus- 
tomer Requirements Upon Prod- 
uct Output Per Man-Hour 


AT any given time with a given complement 
of the tools of production, the total volume 
of production required to meet the public 
demand for steel becomes the most signifi- 
cant factor in the index of product output 
per man-hour. Two principal conditions ac- 
count for this fact—one inherent in the na- 
ture of steel plant operations and the other 
inherent in the system of indexing. 

Steel plant operation involves a high per- 
centage of jobs that must be filled regardless 
of whether the plant is running at high or 
low rate. Also, it takes as many man-hours 
to start up furnaces and condition the equip- 
ment for one day of operation as for five 
or six days of operation. 

In an arithmetical problem of simple di- 
vision, if the number to be divided fluctuates 
widely but the number used as the base of 
the division remains constant, the results of 
the divisions likewise fluctuate widely. For 
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example, let us consider a hypothetical case 
of a railroad crossing watchman who sits at 
his station and pushes a lever to lower a 
grade crossing barrier when a train is ap- 
proaching. Let us suppose that his produc- 
tion output is to be measured in terms of 
trains per man-hour. If one train passes 
during his 8-hour shift, his output is 1 train 
divided by 8 hours, which is .125 trains per 
man-hour. If 100 trains pass in another 
8-hour shift, the watchman’s output is 100 
trains divided by 8 hours, equalling 12.5 
trains per man-hour. 

Thus the combination of large amounts of 
fixed man-hours in steel plant operation and 
the mathematical characteristic of the prod- 
uct output per man-hour index combine at 
any given time with a given complement of 
the tools of production to make volume of 
total steel output the most significant factor 
in figures showing the tons of product output 
per man-hour. 

Exhibit III of this statement demonstrates 
this fact. It sets forth the actual experience 
of the last 16 years, and shows the correla- 
tion, except during the war period, between 
increases of volume and product output per 
man-hour. 


3. The Effects of Improved Methods 
and Practices Upon Product Out- 
put Per Man-Hour 


Ir is the never-ending daily business of the 
executiye, engineering, metallurgical, tech- 
nical and other management personnel in 
U. S. Steel to search out and to perfect ways 
and means to improve operating methods 
and practices. 

Exhibit IV illustrates one of thousands of 
such improvements that are in progress at 
all times. It presents a factual case selected 
at random from one of the operations of 
U. S. Steel. It shows, for example, that the 
standard man-hours per ton for the Black 








mise 





1136 ADMINISTERED PRICES 


Productivity in United States Steel 


Plate Shear operation is .228 under the new 
method, whereas the required standard was 
.266 under the old method. Certain rear- 
rangements to the equipment and an im- 
proved method of charging material to the 
equipment increased the product output per 
man-hour from 3.76 tons to 4.38 tons or 17 
per cent. No increase of employee perform- 
ance is required to produce the greater out- 
put, and the size of the crew remains the 
same. 

Ry way of illustrating another type of 
element we again refer to the findings of an 
impartial and exhaustive study, which re- 
cords in part: 


“Another factor in the increase in pro- 
duction and productivity in the open 
hearth shop... was the reduction in the 
amount of time required to rebuild and 
reline the furnaces. This is of definite 
importance since the life of an open 
hearth lining is relatively short, and 
must be replaced after every 150 heats. 
The chief factors in the reduction of this 
time have been the use of improved 
mechanical equipment and the proper 
scheduling of rebuilds so that no more 
than one furnace is out of production at 
any given time. This last item was one 
of the principal reasons for the record 
steel output at Plant A during the years 
of World War II, for by careful sched- 
uling of rebuilds 15 of the shop’s 16 
furnaces were constantly in operation 
from 1941 to 1944. 


“Another advantage of having no more 
than one furnace under repair at one 
time is that the number of charging and 
tapping delays is reduced. This is evi- 
dent from the fact that some of the 
charging and tapping equipment, such 
as overhead cranes and locomotives, is 
also used in handling materials for fur- 


nace rebuilds. Thus if two or three 
furnaces were being rebuilt at one time 
the demand on this equipment would be 
sufficient to cause delays in the normal 
charging operations of the shop. There- 
fore, it can readily be seen that organiza- 
tion and coordination of equipment play 
an important role in successful open 
hearth operations. Without the proper 
coordination furnace size alone could not 
account for the marked increase in pro- 
ductivity at Plant A.” [Dissertations, 
Volume XV, Fordham University, Pro- 
ductivity in the Blast Furnaces and 
Open Hearth Segments of the Steel In- 
dustry, 1920 to 1946, Page 82, Para- 
graphs 1 and 2.] 


Naturally the burdens of organization, co- 
ordination and direction of the workings of 
steel plant operation fall upon management 
and the records of technological progress in 
steel stand as testimonials to the ingenuity 
of those engaged therein. Daily progress is 
made in the development of things which 
increase total output per man-hour. 

+ * * * 

As mentioned at the outset of this state- 
ment, there are a number of other factors 
that have important influence upon changes 
in product output per man-hour. But the 
foregoing illustrations should suffice to in- 
dicate the principal factors. 

And when all of this has been said, whether 
or not one subscribes to product output per 
man-hour figures as the measure of pro- 
ductivity, the fact remains that from 1940 
through 1956, when the product output per 
man-hour rose only 2.7 per cent compounded 
annually, total employment cost rose at the 
compounded annual rate of 8.1 per cent in 
U. S. Steel, or three times as fast. Here then 
is the root of our principal problem. 
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EXHIBIT | 


PRODUCT OUTPUT PER MAN-HOUR COMPARISON REFLECTING 
CAPITAL IMPROVEMENT OF TIN PLATE 
MANUFACTURING FACILITIES 
U. S. STEEL 
SHENANGO-IRVIN — MARCH 1942 


Shenango Irvin 
Man-Hours Man-Hours 
Operation Per Ton Per Ton 
Rolling 24.910 5.225 
Tinning 9.332 6.672 
Packaging—Warehousing & Shipping 535 502 
Total Man-hours Per Ton 34.777 12.399 
Total—Ton Per Man-hour .0288 .0805 


Increase in Production Per Man-hour—Irvin vs. Shenango 180%. 


EXHIBIT II 


COMPARISON OF CREWS, PRODUCTIVE CAPACITY AND COST OF 
CONSTRUCTION FOR BLAST FURNACE NO. 6, GARY WORKS 
U. S. STEEL 
IN 1910 AND 1946 


Percent 

Built in Rebuilt in + Increase 

Items 1910 1946 —Decrease 
Furnace Size—Hearth Diameter 213” 28’ 0” + $2 
Daily Capacity—Tons 470 1,509 + 222 
Crew—Men per Turn 9.5 7.5 - 8 
Turns per Day 2 3 +- 50 
Men per Day 19 22.5 + 18 
Man-hours per Day 228 180 — 21 
Man-hours per Ton Capacity 485 119 — % 
Capacity Tons per Man-Hour 2.06 8.39 + 308 
Total Cost of Furnace $613,843 $3,441,000 + 460 


Tons Capacity per Year 171,600 520,500 + 208 
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TOMS PER 1000 MAN HOURS 


EXHIBIT Ill 


RELATIONSHIP OF SHIPPED TONS PER 1000 MAN HOURS 
AND VOLUME OF SHIPMENTS TO THE PUBLIC FOR 
THE YEARS 1940 THROUGH 1956 





f —— a 


| PUBLIC Toms PuBLiC TONS 
SH iPMENTS rer Sm) PMENTS rer 

| Tons 1000 man TONS 1000 wan 
Year 000 OmITTED mouRS TEAR 000 OwITTED nove 

= } 1940 15,014 30.7 1949 18,222 33.9 = 
} | 19s. 20,427 33.7 195 “ 
9 20,615 30.3 1981 5 
° 





YEARS (1980 THROUGH 1956) 


EXHIBIT IV 


ILLUSTRATION OF STANDARD MAN-HOUR VARIATION 
DUE TO CHANGE IN METHOD OF PROCESSING 


U. S. Steel Division: Central Operations 


Operation: Shearing Black Plate to Ordered Size Prior to Hot 
Dip Tinning 
Crew Size: Old Method—3 men per turn 


New Method—3 men per turn 


Method Change: Concentrated study and analysis of the delay prob- 
lem resulted in certain rearrangements to the 
shear equipment to the end that delays were re- 
duced and greater output per man-hour was ob- 


tained as follows: 
Standard Man-Hours Per Ton— Old Method .266 
Standard Man-Hours Per Ton—New Method .228 


Per cent Increase in Output Per Man-Hour 17% 


a 
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The Role of Research: Better 
Processes and Better Products 


by DR. JAMES B. AUSTIN, Vice President—Research and Technology 


UNITED STATES STEEL CORPORATION 


In the field of research, which is vital to the 
economic well-being of our Corporation and 
of the nation, United States Steel is carrying 
on a vigorous and extensive program. 

Today in U. S. Steel, more than 1,200 per- 
sons are working in four major laboratories. 
More than 500 additional scientists and en- 
gineers, in plant laboratories and divisional 
offices throughout the Corporation, are also 
engaged in the search for more efficient ,and 
more economical processes for the production 
of steel; and in the development of new or 
improved materials to satisfy the ever-in- 
creasing civilian and defense needs of the 
country. 

At U. S. Steel’s Research Center east of 
Pittsburgh, almost 1,000 persons are work- 
ing in both the fundamental and applied 
areas of science, utilizing the most modern 
facilities and equipment we could obtain. Ad- 
ditional buildings for the Center are now 
being designed to accommodate new person- 
nel and equipment. A further addition to the 
Center that we are contemplating is a labo- 
ratory to be devoted to basic research in 
radiation physics and studies in other areas 
connected with our work in the field of atomic 
energy development. 

U. S. Steel’s research program reaches 
into every area of the Corporation’s opera- 
tions and bears upon all our varied products. 
It is directed toward achieving the lowest 
raw material cost which is attainable with 
assurance of continuing supplies for the years 
to come. It includes the development of im- 
proved—perhaps revolutionary—methods for 


the manufacture of quality steel at minimum 
cost. It is devoted to holding down the cost 
of steel for a given job and to creating new 
types of steel to meet the demands of new 
uses. And very importantly, it provides for 
the acquisition of scientific knowledge which 
is the foundation of all new technology. 

Much of our new scientific knowledge comes 
from our Fundamental Research Laboratory 
which was founded nearly 30 years ago at 
Kearny, New Jersey, but which now occupies 
its own building at our Research Center. 
Here it is that we are laying the groundwork 
for the technology of the future, for it often 
takes many years to apply such knowledge 
effectively and profitably. Here, too, are de- 
veloped new and more precise tools and tech- 
niques for research to support projects of 
more immediate application. 

Our research activities also constitute part 
of a helping hand that U. S. Steel extends to 
its customers—whether they be large organ- 
izations with research laboratories of their 
own, small businesses that cannot afford a 
specialized metallurgical staff, or young en- 
terprises struggling to become established. 

U. S. Steel extends this helping hand 
through a staff of over 150 service metallur- 
gists who are deployed throughout the Cor- 
poration. They make, on the average, 30,000 
calls a year. Customers faced with problenis 
in the shaping, treating or fabrication of 
steel can thus benefit directly from the ex- 
tensive and diversified experience, knowledge 
and research facilities which U. S. Steel can 
provide. 
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Great New Steel Emerges to 
Help a Small Business 


TAKE the case of one comparatively small 
enterprise manufacturing excavating equip- 
ment. The officials of this company said they 
needed a steel of much greater strength in 
relation to weight than any then existing, in 
order to manufacture a power shovel tor 
strip mining of coal that would be big enough 
to make possible mining operations which 
were not economically feasible with available 
equipment. The U. S. Steel service metal- 
lurgist to whom that problem was handed 
brought it to our research laboratories. 
There it was given to a group of scientists 
who are engaged in applying knowledge 
gained over a period of 25 years in our 
Fundamental Research Laboratory to the 
improvement of alloy steels. 

Their attack on the problem raised by this 
specific request led ultimately to the devel- 
opment of a great new engineering material 
—USS “T-1” constructional alloy steel. This 
is a low-carbon, quenched and tempered 
steel. Its well-balanced composition, combined 
with proper heat treatment, gives this steel 
a strength three times that of ordinary 
structural steel, extreme toughness at very 
low temperatures, and adaptability to fabri- 
cation and welding far beyond that previ- 
ously hoped for in steel of such great strength. 

After the development of the composition 
of “‘T-1” steel, and prior to its use by our cus- 
tomers, the steel was subjected to rigorous 
tests in many different types of application. 
With this proof in hand, our specialists be- 
gan working—and they still are working— 
in cooperation with small and large com- 
panies to help them take full advantage of 
“T-1” steel’s outstanding properties. 

And although we are still engaged in 
further developing the properties and uses 
of “T-1” steel, U. S. Steel has licensed a com- 
peting company to produce this steel and 


stands ready to license others. 

The development of “T-1” has meaning for 
the taxpayers, too. Witness the Carquinez 
Bridge in California. By using “T-1,” in- 
stead of conventional structural steels, in the 
superstructure of the bridge, the State of 
California is saving $800,000 in the over-all 
cost of the structure. 


Special Steels Are Key to 
Future of Airflight 


Our country has under way the develop- 
ment of manned military aircraft capable of 
operating in excess of three times the speed 
of sound, and guided missiles capable of 
operating in excess of ten times the speed 
of sound. At these speeds, such airflight 
devices become like meteors and are heated 
by air friction to almost incandescent tem- 
peratures. 

Such extreme conditions of service call for 
materials with properties superior to those 
attainable in any metal presently available. 
Consequently, new materials must be devel- 
oped—and among the most promising pros- 
pects are special steels. 

The development of such steels for these 
supersonic aircraft and missiles is an enor- 
mous undertaking. The Air Force has, 
therefore, appealed to private industry for 
assistance. United States Steel has responded 
to this appeal by undertaking an extensive 
program that includes the laboratory devel- 
opment of suitable steels, as well as full-scale 
plant experiments which we believe will lead 
to the production of these steels in dimen- 
sional and flatness tolerances heretofore con- 
sidered unattainable. 

More specifically, and within the bounds of 
national security, it can be disclosed that the 
U. S. Steel activity consists of the develop- 
ment of steels for various parts, such as the 
skin and structural members of supersonic 
manned aircraft and guided missiles; landing 
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gears; fasteners, e.g. nuts, bolts and rivets; 
high temperature bearings; and power plants 
for these airflight devices. Also included in 
this program are pilot plant experiments, as 
well as full-scale trials, to develop methods 
of flattening steel 
strengths of 250,000 pounds per square inch, 


sheets having tensile 


and means of producing sheet materials to 
thickness tolerances that are a mere fraction 
of those now imposed on commercial sheet 
product. 

Our work on extremely close thickness 
tolerances, needed only by the aircraft indus- 
try, has included the costly interruption of 
high-production hot strip mills for experi- 
ments in the use of special rolls designed to 
reduce even the minute thickness variations 
encountered in normal sheet product. Neither 
the flattening experiments nor the thickness 
tolerance experiments are far enough ad- 
vanced as yet to predict ultimate results; 
but these problems will be actively pursued 
until a solution is achieved—because only by 
a solution of these problems will the super- 
sonic aircraft and missiles become the re- 
alities that are imperative to the nation’s 
security. 

The accomplishments of this program are 
just now starting to become apparent. For 
the program on new steels for the skin and 
structural members of aircraft and missiles, 
U. S. Steel was the first to develop what is 
described in our industry as the precipitation 
hardenable type of stainless steel. 

To meet the demand for alloy and stainless 
steels of yet higher strength, however, U. S. 
Steel has now developed and marketed its 
USS 12 MoV, which has higher room-tem- 
perature and elevated-temperature strengths 
than the precipitation hardening steels. To 
achieve still higher strengths and, at the 
same time, insure the usefulness of the ma- 
terials at higher temperatures, U. S. Steel 
has, in various stages of development, eight 
additional steels. 


95009 O—58—pt. 3——31 


For the program on landing gears, U. S. 
Steel has developed and marketed its USS 
Strux, which is being actively studied by 
manufacturers of this aircraft component. 
Modifications of USS Strux are being con- 
sidered for high-strength bolts, the use of 
which could result in significant weight sav- 
ings in the construction of supersonic air- 
craft. 

In its program to develop materials for the 
power plants of supersonic airflight devices, 
U. S. Steel has developed a steel with a low 
content of strategic alloys that has a high 
temperature strength equivalent to that of 
many of the highly alloyed materials now in 
use. However, this steel is only considered 
to be the first “plateau” in the ultimate pro- 
gram and further work on higher strength 
steels is in progress. 


Developing Substitutes for 
Strategic Alloying Elements 


DURING the last World War United States 
Steel recognized that, in the event of another 
conflict, this country .would not have suffi- 
cient quantities of the principal alloying ele- 
ments needed for the stainless steels. We 
therefore began an intensive program to de- 
velop substitutes for these strategic alloying 
elements, chief among which are columbium 
and nickel. 

Our efforts were first directed toward de- 
velopment of substitutes for columbium. 
Through these efforts U. S. Steel became a 
pioneer in developing and commercially pro- 
ducing chromium-nickel stainless steels hav- 
ing very low carbon contents. These could 
be substituted for those stainless steels con- 
taining columbium, for applications requir- 
ing resistance to corrosion following welding 
and similar heating operations. As a result, 
the use of low-carbon stainless steels during 
the Korean conflict released large quantities 
of columbium to the manufacturers of jet 
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engine alloys who required this element be- 
cause of its beneficial effect on high-tempera- 
ture strength. It also resulted in signifi- 
cant savings in cost to our customers. The 
continued use of the low-carbon steels has 
contributed to the present circumstance 
that columbium is now considered to be in 
abundance. 

The nation’s supply of nickel has been 
short from World War II days to the present. 
We have, therefore, been actively seeking 
substitutes for nickel. This activity did not 
reach a successful conclusion until a few 
years ago; but here again U. S. Steel devel- 
oped a steel containing only 4 per cent nickel, 
instead of the usual 8 per cent, by replacing 
nickel with suitable amounts of manganese 
and nitrogen, and made it available during 
the Korean conflict. This steel was eventually 
adopted by the steel industry as a standard 
grade—AISI Type 201. The use of this steel 
during the Korean War released large quanti- 
ties of nickel to the armed services and per- 
mitted the continued civilian use of stainless 
steel. 

The work in fundamental research on sub- 
stitutes for nickel, continuing after the Kor- 
ean conflict, resulted in the establishment of 
the basic relationships among chromium, 
manganese, nitrogen and nickel that permit- 
ted the prediction of the exact amounts of 
manganese and nitrogen required to replace 
part or all of the nickel in the chromium- 
nickel stainless steels. These fundamental 
relationships were made public through our 
technical publications. 


Major Objective: Improved 
Processes for Making Iron and Steel 


WHILE much of the inventiveness and the 
quest for new knowledge on the part of steel 
scientists have been devoted to improving 
steel products to meet the needs of steel con- 
suming industries, we have intensified our 


continuing search for ways of making more 
effective use of our raw materials and for 
iron and steelmaking processes that are more 
efficient and more economical. 

As the matter of an adequate ore supply 
is essentially an economic one, our research 
in this field is devoted primarily to finding 
the cheapest way of preparing a given ore 
so as to obtain the best results in the blast 
furnace. Closely related is the problem of 
how best to prepare coal for making coke and 
of carrying out the coking operation in such 
a way as to obtain a product which gives the 
most economical operation of the blast fur- 
nace. Investigations of this kind have been 
particularly beneficial in helping to achieve 
greater output from existing equipment, 
which results in reducing requirements for 
new plant. 

Significant savings in the cost of producing 
steel have been achieved by careful study of 
the refractory materials used to build our 
open-hearth furnaces. Intensive investiga- 
tion of the efficiency of combustion in these 
furnaces has led to improvement in fuel con- 
sumption. The increased use of oxygen in 
refining steel, better means of measuring the 
temperature of the molten steel and more 
accurate information on the properties of 
slags are other means by which operating 
economies have been attained. 

U. S. Steel is also alert to the possibility of 
using processes which are radically different 
from those now in commercial operation. 
Since most of the new iron and steelmaking 
processes are technically feasible, it is obvi- 
ous that their economic attractiveness must 
govern the extent and pace by which they 
displace the older and commercially estab- 
lished technologies. The history of iron and 
steelmaking repeatedly demonstrates the in- 
fluence of economics in displacing the old and 
less efficient technologies. As a matter of 
prudent management, the technologists in 
U. S. Steel critically examine every proposed 
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new iron and steelmaking process to deter- 
mine its technical feasibility and possible 
economic advantage. 


Chemicals of Wide Usefulness 
Come from Coal 


AGAIN, U. S. Steel has conducted long and 
costly research in the recovery of widely 
useful chemicals from the coal we convert 
into coke for use in our blast furnaces. In 
this field, we have just completed erection of 
a plant at Geneva, Utah, for the synthesis of 
ammonia and related compounds, using hy- 
drogen recovered from coke oven gas and 
nitrogen taken right out of the air. Thus we 
recover a valuable by-product and the farmers 
in the inter-mountain states have a ready 
new supply of the fertilizer materials, am- 
monia and ammonium nitrate, so necessary 
to their continued welfare. The extensive 
mining operations there now have an excel- 
lent low-cost explosive—ammonium nitrate 
prills—to reduce the cost of those operations. 
In addition, nitric acid is now available in 
the inter-mountain states for use in uranium 
recovery and a multitude of other purposes. 


Disseminating Knowledge 
Gained in Research 


AT the beginning of this report on the 
scope of U. S. Steel’s research program, it 
was brought out that a very important as- 
pect of the program concerned the acquisi- 
tion of new knowledge. Such knowledge is 
as essential to progress in steel as in any 
other industry. We undertake to protect the 
interest of our stockholders in some of these 
results by taking out patents. At the same 
time, many of the fruits of our research and 
technological activities are made freely avail- 
able to American industry and the public at 
large. 

This program serves to keep the users of 


steel—our customers—informed of new and 
improved steel products and the ways in 
which they can be used most effectively. It 
also represents a contribution to the pub- 
lished body of scientific and technical data 
for use by the general public, especially in 
the training of future employees. 

One important way in which we dissemi- 
nate the knowledge gained through our re- 
search and technological activities is exempli- 
fied by the fact that, from 1929 through 
1956, members of the Research and Tech- 
nology Division alone have presented and 
published almost 700 scientific and technical 
papers in such diversified fields as chemistry 
and physics, physical and process metallurgy, 
refractories, temperature measurement and 
control, welding, corrosion, coal chemicals, 
pollution abatement, instrumentation and au- 
tomatic control mechanisms. 

Selected papers from this array are avail- 
able on request to every high school, college 
and university in the nation. All of them 
are informed of our scientific papers by the 
Educational Aids and Technical Public Re- 
lations Section of U. S. Steel’s Public Rela- 
tions Department. As a matter of fact, any- 
one interested in obtaining basic knowledge 
acquired through our almost 30 years of sci- 
entific research may do so by dropping us a 
postcard asking for the papers listed in our 
catalogue of research and technology pub- 
lications. 

A unique and broadly educational activity 
carried on under the direction of the Re- 
search and Technology Division of U. S. Steel 
is the continuing revision and publication of 
the book, The Making, Shaping and Treating 
of Steel. This is popularly referred to as 
The en- 
thusiastic reception of the first edition of 
this book in the early 1920’s has led, through 
the years, to a series of revised editions of 
some 110,000 copies, all told. The new sev- 
enth edition is just now off the press. 


“the bible of the steel industry.” 
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SUMMARY 
To sum up, U. S. Steel’s research objec- tory in the steel industry concerned 
tives are: specifically with basic research, new 
and improved scientific knowledge to 

1. To make most effective use of our raw sustain a healthy technologie growth 
materials. during the next decade. 

2. To find new or improved processes for A further aim is to achieve these objec- 
the manufacture of quality steel and tives at the lowest cost. Thus research, 
for making products from it. by helping to maintain U. S. Steel in sound 

3. To develop new and improved products condition, both technically and economically, 
to meet the needs of customers, and so serves the interests of U. S. Steel’s stock- 
to extend and diversify our product line. holders, of its employees, of its customers 

4. To contribute, through the only labora- and of the nation. 
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S. Steel... 


The Owners of U. 


by BENJAMIN L. RAWLINS, Secretary 
UNITED STATES STEEL CORPORATION 


THE owners of U. S. Steel are many—more 
than 310,000* of them. They represent a 
cross section of the people of this country— 
the workers in plants and offices, the small 
business man, the farmer, the housewife, the 
widow, the clergy, the teachers, the wealthy 
and those of modest means from all walks 
of life. In fact, more than half of U. S. 
Steel’s stockholders have a total incomet 
which is less than the average wage paid to 
the men and women who work for them in 
the steel mills. These owners come from all 
48 states and the territories and a small per- 
centage of them even come from foreign 
countries. 

At least 290,000 of these stockholders of 
record are individuals. It is estimated that 
45,000 other individuals and possibly many 
more are the real owners of stock registered 
in the names of trustees, guardians and es- 
tates and in the names of brokers. Many 
additional hundreds of thousands of persons 
who own stock in investment funds (one of 
these investment funds has over 200,000 
stockholders) are indirect owners in U. 8S. 
Steel. Literally millions of other individuals 
have a stake in the affairs of United States 
Steel through stock held by insurance com- 
panies, by pension funds and through char- 
itable and educational institutions which are 
stockholders of record of U. 8S. Steel. 

In late 1953 a survey was made of all the 
individual stockholders of record and of those 
holding stock in the names of brokers. More 
than half of the stockholders responded to 
U. S. Steel’s questionnaire and the results 
revealed most interesting data on the income 
of these stockholders. 

As many individuals had total incomes 
below $4,300 as had incomes above that 
amount. Only 26 per cent had incomes of 
more than $10,000 and only 10 per cent had 


* (311,582 as of June 30, 1957) 
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incomes of more than $25,000. These larger 
incomes brought the arithmetic average in- 
come of all stockholders to about $11,000 
per year. 

The incomes of 53 per cent of these stock- 
holders were less than the wages of the aver- 
age steelworker, which at the time of the 
survey were at a rate of about $4,500 per 
year. 37 per cent of the shares owned by in- 
dividuals were owned by stockholders whose 
income was less than $5,000 a year—56 per 
cent of all of the individual owners. The divi- 
dends paid by United States Steel Corpora- 
tion amounted to 8 per cent of the income 
of this lower income group. 

The present average holding of common 
stock per stockholder is slightly over 200 
shares and over two-thirds of the holders of 
common stock own 100 shares or less, rep- 
resenting a maximum investment at recent 
stock market prices of about $7,000. No one 
person holds of record as much as two-tenths 
of one per cent of either the preferred or 
common stock out of the 3,602,811 shares of 
preferred stock and 53,699,617 shares of 
common stock outstanding at the end of last 
year. Nevertheless, the individual stock- 
holders, including those owning through 
brokers, trustees, guardians and estates, 
own about three-quarters of the stock of 
United States Steel Corporation. The re- 
mainder is held not for the benefit of the 
registered holders but for the benefit of 
others who collectively number in the mil- 
lions. It represents investments securing 
insurance and annuity policies held by indi- 
viduals; it represents funds upon which 
pensioners rely; it represents investments 
of institutions educating young men and 
women, hospitals caring for the sick and 
charitable foundations helping the needy; it 
represents the investments of individuals in 


i “Adjusted Gross Income” as defined in Individual Income Tax Return, Form 1040 
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investment trusts and business corporations, 
and of other individuals holding their shares 
in the names of nominees. 

The success or failure of United States 
Steel is a matter of vital concern to a great 
number of people—by and large people of 


The Owners of U.S. Steel... 


very modest means. These are the people 
who, directly and indirectly, have brought 
together their resources to carry on this 
enterprise and when something is taken 
away from U. S. Steel it is these persons 
from whom it is taken. 





U. S. STEEL’S CAPITAL STOCK AND STOCKHOLDERS 
As of December 31, 1956 


By Types of Holder 
Preferred Common Total 
Class H olders Shares Holders Shares _Holders* Shares 

Individualsa—Women ...........0ececseeeees 33,628 964,396 110,485 15,431,699 136,620 16,396,095 
NE err iatG Gwin wks S055 a oh eee 15,951 498,261 90,681 15,358,865 102,523 15,857,126 
—Joint accounts ............0.65 5,661 122,056 44,180 4,397,057 48,536 4,519,113 
OE 8 ade etc 55,240 1,584,713 245,346 35,187,621 287,679 36,772,334 
Charitable and educational” ................. 1,387 126,186 1,026 457,902 2,257 584,088 
ERMOFARCE COMPANIES 2.0... cc cece ees 164 393,513 155 511,821 281 905,334 


Industrial and other companies .............. 
Trustees, guardians and estates® ............ 
Brokers, nominees and others ................ 


* 14,616 are holders of both preferred and common shares. 


584 108,950 2,050 1,291,554 2,444 =1,400,504 
6,628 315,917 7,751 2,366,524 13,687 2,682,441 
1,004 1,073,632 1,669 13,884,195 2,040 14,957,727 
A hve hug dim scare 65,007 3,602,811 257,997 53,699,617 308,388" 57,302,428 





» Includes medical and religious organizations, foundations, hospitals, libraries. 


© Substantially all dividends are received for individuals. 
4 At June 30, 1957, there were 311,582 stockholders of record. 


By Size of Holding 














2 : a Common aes 

Shares Held Holders Per Cent Shares Per Cent Holders Shares Per Cent 

lto 100.... 61,723 94.95 1,424,627 39.55 174,288 E 7,904,408 14.72 

101 to 500.... 2,793 4.30 570,695 15.84 69,075 26.78 15,367,140 28.63 

501 to 1,000.... 248 38 185,137 5.14 10,190 3.94 6,946,244 12.92 

1,001 to 5,000.... 185 .29 402,872 11.18 3,857 1.50 7,136,476 13.29 

Over 5,000*...... 58 __—«08-—s«1,019,480 =—=—28.29 587 23 16,345,349 30.44 

THR o ccesceere 65,007 100.00 3,602,811 100.00 257,997 100.00 53,699,617 100,00 

* Includes shares of stock held by brokers whose holdings are for account of their numerous individual customers ; nominees and various 
charitable and educational institutions and insurance companies. 

By Geographical Regions 
ee _ Preferred : ___Common fat 
Holders Per Cent Shares Per Cent Holders Per Cent Shares Per Cent 


UNITED STATES 
Individuale whose addresses are in: 


SN IIR oo ice nc onc:0.00%0,0-0 35,344 57.18 
South Atlantic States ........... 6,350 10.27 
South Central States ........... 2,553 4.13 
North Central States ........... 13,024 21.07 
Western States ...........50.4. 4,543 7.35 


61,814 100.00 


Owners whose addresses are with: 


Brokers, Nominees and Others .. 712 ° 
| ee a ee 2,069 — 
FOREIGN (incl. Americans abroad) 412 — 

TOR) 668653 65,007 





t Includes trustees, guardians and estates. 
* Brokerage firms having offices throughout the country where U 


1,074,627 56.93 119,686 47.54 17,501,849 46.80 
202,917 10.75 22,497 8.94 3,474,822 9.29 
78,807 4.17 138,784 5.48 2,433,219 6.51 
385,609 20.43 69,892 27.76 10,080,112 26.96 
145,691 7.72 25,892 10.28 3,905,552 10.44 
1,887,651f 100.00 251,751 100.00 37,395,554¢ 100.00 


1,061,152 1452 * 12829377 ° 
639,288 =— 273% — 209,773 — 
14,720 _ - 2,060 __- 1,437,913 — 
3,602,811 257,997 53,699,617 


S. Steel's stocks are purchased locally; accordingly, it is believed that 


the residence addresses of the beneficial owners whose stocks are held by brokers and others have approximately the same pattern of 
geographical distribution as is characteristic of those individual U. S. Steel stockholders whose addresses are known 
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The Owners of U.S. Steel... 


DISTRIBUTION OF 
U. S. STEEL’S COMMON STOCK vs. POPULATION AND INCOME 
(States Ranked in Ascending Order of Income) 


= —— Weer ____Per Cent of Total 
Common Income Population Common 
Stock $ Millions (in Thousands) Stock Income Population 
State + (b) nee an __ (>) 5 ie 

WIG ois siccecccnceanvghge 34,861 $ 547 312 Al 2 2 
I ay «+ com 00 Sees eee een 102,535 568 370 3 2 3 
SE ws dtivesv uses samealenaen 33,833 572 235 a 2 an 
NR 6 ea nine he ee ee 48,069 850 683 Jl 3 A 
gp  Werrn rt tereeeee 28,839 882 643 Jl 3 A 
a i nls og ial ate ee ala 44,934 895 612 a 3 A 
pera 136,294 958 553 A 3 3 
NE 0 0s. awed bbs cbt edad 433,302 980 390 1.2 3 2 
PE Raids +. dnGes-cees sedans’ 67,391 1,134 793 2 A 5 
BORE: & S. . hisnicbd tpdaeh 0 cba 66,199 1,160 629 2 A A 
lana holes ct nana anne a 53,974 1,238 797 a A 5 
a dy 6 ia datas Seas amas 197,191 1,443 906 5 5 6 
Ne ns 0s sue ches ce Rov aces ee 119,898 1,588 1,007 3 5 6 
PE INE. 6 bddcod ss doce deean 197,921 1,599 817 5 5 5 
Na 5 Oia 5 cuecn whip Spe ae 71,716 1,913 1,802 2 6 1.1 
District of Columbia ............. 376,799 1,992 857 1.0 a 5 
BORNE, a cb hss £60 « Sekpadem oglds 122,260 2,018 2,133 3 7 1.3 
hes. 05 tkahew op erenneens 104,445 2,147 1,394 3 R 8 
West Virginia ....ccc.ccescecens 417,453 2,555 1,984 1.1 8 1.2 
Be COMOUED oc ccocccccceccesse 130,131 2,557 2,308 23 8 1.4 
SERS Pe ee ee eee ee 463,635 2,729 1,547 1.2 9 1.0 
SE Sek ook es ke cokuveseeereen 126,555 3,090 1,685 3 1.0 1.0 
NEEL. << hv Sea cadonucedinaess® 167,784 3,328 2,210 A 1.1 1.3 
RE ol a gad on ec an Gas ska ale 198,756 3,393 2,060 5 1.1 1.3 
NE oo oko ckennn > Wien ees eds 363,725 3,674 3,110 1.0 1.1 1.9 
ET 5 oi 585 08 Leer gk es cat daze 356,499 3,728 3,011 1.0 1.2 1.8 
ND ns an dwn a eeaeaee ren 279,511 3,910 2,934 8 1.3 1.8 
BRS nnns 0 oes crate obo curs.onene ots 307,570 4,213 2,671 8 1.4 1.6 
SE. Tc coDe cs cadacnaep eat’ = 362,582 4,288 8,414 1.0 1.4 2.1 
NE 8 Bic ie 0 60 SP a cas seasons 321,977 4,882 3,662 9 1.6 2.2 
WOOO 55 on cee ete ec vbsees 215,235 5,179 2,607 6 a 1.6 
pS EAPC rere ee 353,163 5,371 4,344 9 1.8 2.6 
EE, ooh sahil As.c nicks wpe oe 733,356 5,394 3,190 2.0 1.8 1.9 
pS FOP OR AEE OTS TT ee ee 278,829 5,463 2,744 8 1.8 1.7 
WI Sv bide hb ova ogre ctere es 481,704 5,494 3,579 1.3 1.8 2.2 
EE OR Er 717,625 5,497 2,200 1.9 1.8 1.3 
ibe «5 foe tee Vagne v aa a 1,114,766 5,923 3,580 3.0 2.0 2.2 
ME 0.0.0 Cra a tv tee C4 SOD 578,508 6,569 3,702 1.5 2.2 2.3 
pS See ee 953,927 7,560 4,201 2.6 2.5 2.6 
NN 4s Sea Hdverebdeehoethtes 602,113 8,201 4,329 1.6 2.7 2.6 
pI Pe nn ae 2,018,941 10,010 4,773 5.4 3.3 2.9 
Wee GD lad ds tk desde + eckiek 1,804,638 12,304 5,324 4.8 41 3.2 
Ns . vis Shas 6 CduSeees sonnets thé 709,142 14,116 8,748 1.9 7 5.3 
DORON S £6 65 609 FE i's vad emeres 00 1,236,821 15,632 7,326 3.3 5.2 4.5 
tien = eau gae waieieeei eee 1,991,464 18,442 8,945 5.3 6.1 5.5 
Pennsylvania . iteseetvereeves 4,666,504 20,724 10,898 12.5 6.8 6.6 
eee Aas v.c: a cbew eee ae 3,296,244 20,988 9,301 8.8 6.9 5.7 
RS ee ee 2,679,037 29,438 12,961 7.2 9.7 7.9 
TAOU WOU fe civctcice ss ncbas seeeee 7,226,898 _36,255 16,021 19.3 11.9 9.8 

Total.......... 37,395,554 $303,391 164,303 100.0 100.0 100.0 





(a) Individual holdings at December 31, 1956 including trustees, guardians and estates. 
(b) Personal Income and Population by States—Year 1955. 
Source: Income and Population—Personal Income by States since 1929—U. S. Department of Commerce. 





F 
| 
| 
: 
i 
ae 
an 
: : 
ae 
he! 
| 
' 
i 
' 
: 
i 
i 
. 
eh 
at 





1148 ADMINISTERED PRICES 


(At the 64th General Meeting of American Iron and Steel Institute, 
Hotel Waldorf-Astoria, New York City, 
May 24, 1956) 


STEEL’S DEPRECIATION PROBLEM 


BY BENJAMIN F. FAIRLESS 


President, American Iron and Steel Institute 


HIs is the first opportunity I have had to meet so many 

members of American Iron and Steel Institute face to 

face since my election as President just one year ago. I 
can assure you it gives me great pleasure. 

I have enjoyed my job at the Institute this past year. Also I 
have learned a lot. For one thing, I have seen at first hand the 
many valuable services the Institute is constantly performing 
for its members. 

After seeing the wheels in motion, it is my opinion that no 
great industry anywhere is served by a more smoothly running 
and competent organization. I would like to take credit for 
this, if I could. But, with Max Howell and George Rose sitting 
right here on the platform, I hardly see how I can get away 
with it. As long as they are listening in, I might as well confess 
that I have had it pretty easy, with most of the Institute’s really 
tough work being left in their capable hands. This has left me 
more or less free to observe and ponder the developments and 
problems of the industry. 

Also, of course, we have had the benefit of the momentum 
which Walter Tower has given this organization. I know I 
speak for all of you here when I say that this industry will 
always be greatly indebted to Walter for the devotion and 
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organizing genius he gave to the Institute for so many years. 

The past year has been notable for steel in many ways. It 
has been a year of new accomplishments, new records and 
continuing expansion. Historically, it has marked a great mile- 
stone in the life of our industry. As we meet here today, we 
have just completed the first century of the steel age. We are 
at the 100th anniversary of the Bessemer Process and the 
Kelly Process — the first having been patented in 1856 and 
the latter in 1857. 

When William Kelly first proposed his theory, we are told, 
his father-in-law concluded he was crazy and wanted a doctor 
to treat him as a mental patient. We can be happy that his 
father-in-law failed, because we might otherwise be laboring 
under a very troublesome precedent. If, for example, every one 
in this industry who dreams in terms of new processes and 
better techniques were being held under observation today, 
this meeting would have neither an audience nor a speaker. 

From practically nowhere in 1856, this country in 1889 
forged ahead of Great Britain to become the world’s leading 
steel producer and today America produces, each year, more 
than 8000 times as much steel as it did just a century ago. 

War records notwithstanding, the greatest eras of growth 
for the steel industry have been in times of peace. And just 
as wartimes bring the steel industry its serious problems, so also 
does the steel industry have important peacetime problems. It 
is one of those problems that I want to discuss with you now, 
and to help clarify it we will project some charts on the screen. 

Every one here realizes that the steel industry has a duty to 
keep itself efficient. That means it has got to maintain its exist- 
ing capacity in good shape even before it thinks about expand- 
ing it to keep up with the growth of the country. The job of 
replacing the equipment as it wears out or becomes obsolete 
is a good-sized one just by itself. Since facilities have an average 
life of about twenty-five years in the steel industry, the normal 
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replacement job, all by itself, amounts to about 4 per cent of 
our total plant each year. That does not look very big, but I 
assure you it is bigger than it looks — especially if you stop to 
think that all the expansion job that has been done in the 
industry over the last ten years, amounts to just a little less than 
34 per cent a year. 

So what the Red Queen said to Alice is really true in our 
industry. She said: “It takes all the running you can do to keep 
in the same place. If you want to get somewhere else you must 
run twice as fast as that.” 

As we look ahead it is becoming increasingly clear that there 
are going to be a lot of problems encountered in just staying 
even. These problems ought not to exist, but the simple fact is 
that they do. The regular depreciation allowed under the tax 
laws ought, of course, to be sufficient to cover these stay-even 
requirements. But the truth is that they are not. The purpose 
of depreciation is to recover over the lives of facilities the dol- 
lars originally invested in them. The dollars when recovered 
are presumed to be sufficient to buy enough equipment to keep 
even with the wearing out of existing equipment. And they 
would be, if there were stability in the buying power of the 
dollar. 

But the simple fact is that the buying power of the dollar 
has not been stable. We have had 15 years of continuous cost 
inflation; and facilities for the steel industry now cost im- 
mensely more than they used to. There is no official index 
measuring the price changes of the facilities the steel industry 
buys. But the index of construction cost —as published in the 
Engineering News Record — gives what we regard as a pretty 
fair indication of the cost trend. 

Here is a chart (see Chart 1) of that index showing the cost, 
year by year, from 1940 to 1955. The year 1940 is taken as 
100; and you will note that it took $2.73, in 1955, to buy 
what could be bought for $1.00 in 1940. But the regular depre- 
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ciation we are allowed for a facility built in 1940 is based on 
the $1.00 spent in 1940 instead of the $2.73 or more it now 
takes to replace it. The difference is regarded as profit and is 
taxed as such. 

You will also note that there was no year in which the cost 
failed to rise; and that since World War II the increase has 
been very rapid. Over the fifteen-year period the rate was 
approximately 7 per cent per annum compounded. 

Now I have already shown you the inadequacy of the pres- 
ent-day regular depreciation on a facility built in 1940. By 
using this 7-per-cent-per-annum figure, we can get an indication 
of the over-all inadequacy of depreciation on facilities which have 
a life of 25 years, and which have been bought in equal physical 
amounts each year. Each year, of course, the cost of equipment 
rises by 7 per cent over its cost in the preceding year, and hence 
—as each year goes by —the depreciation on a facility built 
in an earlier year becomes less and less adequate. If we add 
it up for all the facilities, over all the years, it comes out that 
for each $1.00 of so-called regular depreciation that we get, 
we actually need $2.15 in order just to stay even. In short, to 
recover purchasing power under these assumptions, our regular 
depreciation allowance needs to be multiplied by 2.15. 

There are two reasons why this 2.15 is so shockingly large. 
First, there is the high 7 per cent compound rate of price infla- 
tion. Second, the long life of facilities in the steel industry gives 
this high rate a long time to compound. If the average life of 
facilities were ten years, instead of twenty-five, the multiple of 
2.15 would drop to 1.42 as you see in the line marked 7 per 
cent on this chart. If the life averaged only five years— the 
multiple would drop to 1.22 (see Chart 2). 

Now while this multiple of 2.15 has been worked out on a 
theoretical basis, it closely approximates the actual facts in 
the steel industry today as shown in this next chart (see Chart 
3). Thus it is estimated that at 1955 prices the industry must 
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spend somewhere between a billion and 1.2 billion dollars 
a year for facilities in order to stay even. This does not in- 
clude anything for major capacity expansion. Ten years ago 
the corresponding estimate was from $400 to $500 million. 
Call it $450 million. These are, of course, estimates. They are, 
however, based on what I know and on what I have heard; and 
I think that they are accurate enough to illustrate the matter. 

Part of the reason for the big increase that has occurred in 
the stay-even cost over the past ten years is that capacity was 
expanded. There is more plant to be kept up. Taking this into 
account the rise in the stay-even cost has been in the range of 
from about 5 to 7 per cent a year. These are rates of increase 
approaching those given by the index of construction costs. I 
think also that each one of you can find corroboration in the 
records of your own companies. If you figure out what your 
depreciation would currently be if there never had been any 
accelerated amortization, I think you will find that such depre- 
ciation would prove to be only about one-half or less of what 
your engineers tell you has to be spent if you are to stay even. 

The multiple of 2.15 which applies to the steel industry is 
undoubtedly larger than that which would be necessary in many 
other industries that are not so heavily invested in long-life 
facilities. But this only means that industries like ours are 
caught in an extremely inequitable and unfair situation, because 
our capital is more heavily taxed away as it turns over more 
slowly through depreciation. 

It is possible to obtain some mathematical indication of the 
extent of that inequity by observing the wide variation in the 
rates of turnover of gross property in different companies in 
differing industries. If the turnover is high, the deficiency in 
present-day depreciation is correspondingly less severe. This 
chart (see Chart 4) illustrates the rate of turnover in 41 com- 
panies, in various industries, by showing the number of times 
their gross property account must be multiplied in order to 
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equal their sales. You will note that the multiples range from 
14.1 to 0.6; and that the figures for several steel companies 
are way down near the bottom, in the range from 1.6 to 0.9. 
So it is apparent that the burden on the steel companies is 
comparatively heavy. 

This next chart (see Chart 5) simply lists the names of the 
companies which were represented by the array of bars in the 
preceding exhibit. They are listed in the order of highest to 
lowest turnover rate of gross property. 

Thus far I have been dealing with the cost inflation we have 
already experienced. If we could suppose that this cost inflation 
had now come to an end I would be less concerned about the 
erosion of capital, which results from the imposition of high 
income taxes on what is really depreciation. 

But I cannot prudently make such an assumption; for the 
steel industry's own records clearly show how persistent the 
course of cost inflation has been. 

In this chart (see Chart 6) you can see what has been happen- 
ing, year by year, since 1940. It shows the industry’s employ- 
ment costs per employee hour, and its total costs per employee 
hour. In both instances the cost in 1940 has been taken as 100. 
From 1940 to 1955 the employment cost increase has been 
at the average compound rate of 7.5 per cent per year. 

I know that you are all familiar with the fact that for all 
industry combined, employment costs represent something 
more than three-quarters of all costs. So as inflation persists in 
the nation’s employment costs, a paralleling inflation is to be 
expected in our other costs, such as purchased products and 
services, wear and exhaustion, and taxes. Certainly our records 
display, as you may see from the chart, that our total costs per 
employee hour have fully kept pace with the steady rise in 
employment costs. To provide a man with an hour of work 
and to supply him with all the things necessary to do his work 
now costs three and a quarter times as much as it did in 1940. 
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You will note that throughout this eftire period there has 
been no combination of circumstances, in any year, under which 
employment costs failed to increase. It, therefore, seems prob- 
able that cost inflation will continue; and I think we must 
assume that it will. This conclusion is fortified if we look at the 
two basic roots of the new peacetime cost inflation that has 
been fastened upon us. The first root is the presence of indus- 
try-wide labor unions whose power has been clearly demon- 
strated over the years. 

The other root is the national policy which, in effect, re- 
quires the Federal Reserve Board to create what might easily 
prove to be inflationary monetary conditions whenever any 
serious unemployment threatens. This tends to remove the 
normal competitive forces that might otherwise serve to check 
unduly mounting employment costs. That the Federal Reserve 
Board has so skillfully administered this difficult responsibility 
of moderating inflation and avoiding serious unemployment 
is something of which we should all be appreciative. 

Both of these roots are deeply imbedded in the law, and in 
public attitudes of the times. Swift changes with respect to 
them are not prudently to be anticipated; and we have got to 
learn how to live with them. 

With this background of continuing cost inflation in mind, 
I now want to look ahead briefly to the next five years. I have 
already estimated that the industry must spend from a billion 
to 1.2 billion dollars— call it 1.1 billion a year —if it is to 
provide itself with new facilities as fast as exisiting facilities 
are wearing out or becoming obsolete. This is the average 
amount per year for the next five years; and it assumes that 
there will be no further inflation whatever in the cost of con- 
structing such facilities. 

But, as I have already shown, we cannot safely assume that 
the underlying cost inflation will be halted. Should construc- 
tion costs continue to rise at the average 7 per cent per annum 
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rate, then we are talking about bigger figures later on. Five 
years at 7 per cent compounded means a 40 per cent bigger 
figure. And instead of 1.1 billion, we shall need 1.5 billion 
dollars five years hence. 

In this next chart (see Chart 7), the top line of the area 
shows the step-up, year by year, of the estimated stay-even 
expenditures. In the lower part of the chart, the dark area 
shows the estimated amounts which the industry will recover, 
through depreciation, for wear and exhaustion of its facilities. 
These amounts are also adjusted upwards to recognize the in- 
flated costs of new facilities added during the period. 

The area between the two lines shows the dramatic defi- 
ciency in wear and exhaustion that is to be encountered. The 
chart tells us that in 1960 the industry will need nearly twice 
as much as it gets out of wear and exhaustion just to Stay even. 
The aggregate deficiency for the five years is about 3 billion 
dollars. 

Today, of course, we have amortization under certificates of 
necessity. This amortization on new facilities helps to fill the 
present gap. When it is added to regular depreciation it gives, 
temporarily, a truer total of wear and exhaustion on all facili- 
ties based on current dollar purchasing power. But when that 
amortization begins to disappear in 1958-59 the inadequacy 
of wear and exhaustion amounts will be aggravated. 

This next chart (see Chart 8) shows the prospective decline 
in rapid amortization for the steel industry, and on this same 
chart is shown the estimated decline for all corporations in 
the country. The dropping out of amortization will sharply 
emphasize the inadequacy of wear and exhaustion in the steel 
industry at the very time when it should be increasing to be 
realistic; and so the funds necessary for replacement must be 
obtained from some other source. 

In the absence of adequate wear and exhaustion the other 
standard internal source of funds for keeping even is income 
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reinvested, and the standard external sources are borrowing 
money and selling new stock. 

To the extent that reinvested income is used for this pur- 
pose, such income becomes unavailable for providing needed 
working capital, for paying off existing debt, and for use in 
connection with expanding capacity. And, in any event, $2 
before taxes is required to do the job of $1 of wear and ex- 
haustion. 

I turn next to borrowing as a means of financing capital 
expenditures (see Chart 9). Although borrowing for profitable 
expansion may sometimes be justified, borrowing to cover the 
erosion of capital is one of the best ways I know of “going 
broke” in a hurry. We also are confronted by the simple fact 
that most steel companies just do not have the capacity to 
borrow, on top of their existing debts, enough money to do the 
job in this kind of a situation. A third fallacy in borrowing to 
stay even is that although interest paid is deductible for tax 
purposes, it is only out of profits after taxes that debt can be 
paid off. Moreover, debts have a curious habit of coming due at 
the very times when it is hardest to find the cash with which 
to pay them. Indebtedness is not good for companies in the 
“up-and-down” durable goods industries. 

On this matter of borrowing there are a few other sobering 
facts to bear in mind. We know that a brand new integrated 
steel plant would today cost at least $300 per ton of ingot 
capacity, or roughly $400 per ton of finished steel capacity. 
The average steel company’s earning rate of approximately 
8 per cent on sales works out to something like $10 a ton of 
finished steel. This is equivalent to 214 per cent on the $400 
a ton investment. To earn that much assumes, moreover, that 
the new plant would be operated at full capacity all the time. 
It also happens to be true that one can get more than a 21 per 
cent yield today, in high-grade, fully tax-exempt, municipal 
bonds. 
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So I come, finally, to financing through the sale of new 
stock (see Chart 10). This is the historical American way, and 
a completely appropriate means, of acquiring funds for financ- 
ing new facilities or expanding old ones. It should be reserved 
for such purposes; for if money is secured through stock sales 
merely to cover the erosion of existing assets, it only results in 
the dilution of the stockholders’ equity. 

From this presentation of the facts and prospects, I think it 
is apparent that the problem of financing the stay-even require- 
ments in the steel industry, let alone that of finding funds for 
expansion, is a most serious one. That problem is greatly 
aggravated for companies like those in the steel industry which 
must be heavily invested in long-term facilities, by the heavy 
taxation of that which is really depreciation, but which under 
tax law is considered taxable income. 

We are not, of course, the only ones aware of this perplexing 
problem. The Congress has from time to time provided cer- 
tain depreciation expedients. Thus, during World War II and the 
Korean conflict, there was legislation to provide “accelerated 
amortization” on part of the cost of new defense facilities. This 
permitted the taxpayer to take greater depreciation in the early 
years of a facility’s life. With 60 per cent of a twenty-five 
year facility subject to amortization, and with the balance sub- 
ject to regular depreciation at 4 per cent per year, the recovery 
of the original expenditure amounts to 68 per cent in the 
first five years (see Chart 11). 

This has helped temporarily to give a truer total of deprecia- 
tion on all facilities based on current dollar values. But it auto- 
matically guarantees something of a future crisis. Thus when 
the amortization runs out the situation becomes worse than it 
was before the amortization provisions were enacted, because 
the remaining depreciation to be taken in the future is, of 
course, much less than it would otherwise have been. 

In an attempt to stave off this crisis the Revenue Act of 1954 
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provided two alternative methods of determining depreciation 
for tax purposes: the sum-of-the-digits method and the declin- 
ing-balance method. I do not wish to be grudging in my recog- 
nition of the fact that these new methods can prove helpful, 
but the simple truth is that on twenty-five year facilities they 
do, as you may see in this next chart, only about half the job 
that accelerated amortization does and at the very time when 
more of a job is becoming necessary. No one should deceive 
himself in this matter. Accelerated amortization is very helpful 
in a temporary sense, but it does not do the whole job. And 
even if we finally got to the point where every property item 
was being written off in five years, we would still be short of 
depreciation. As I showed you in a previous chart, the recovery 
would still have to be multiplied by 1.22 to give us equivalent 
buying power under a 7 per cent per annum cost inflation rate. 

Other countries have done a better legislative job of recog- 
nizing the realities of depreciation during cost inflation. France 
recognized the depreciation problem by taking steps, shown in 
this next chart (see Chart 12), to permit revaluation of certain 
assets and liabilities. This was first permitted in 1946 and the 
law was revised several times, the last revision being five years 
ago. Under this last revision, the cost of fixed assets purchased 
in 1914 or earlier can be multiplied for depreciation purposes 
by 194.4. For ensuing years this multiple is graduated down- 
ward until it reaches 1.3 for the year 1950. These are the 
amounts by which so-called regular depreciation may be multi- 
plied to get the amounts deductible for tax purposes. In addi- 
tion the first year’s depreciation may be taken at twice the 
normal rate for new plant and equipment, and for items of 
equipment acquired for modernization 10 per cent of the cost 
may be written off on delivery. 

In Great Britain the reducing or declining-balance method 
is considered the normal depreciation method, with the straight- 
line method an alternative. Both methods are based on original 
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cost. The annual rate for coke ovens is approximately 16 per 
cent of the remaining balance; and for iron and steel manu- 
facturing the rate is 9 per cent. In addition, there is an initial 
allowance of 10 per cent on industrial buildings and 20 per 
cent for plant and machines. These are taken the first year in 
conjunction with established rates for various types of fixed 
assets. Thus, in Britain, the depreciation allowed in the first 
year on coke facilities is 35.6 per cent, and on iron and steel 
facilities 29.4 per cent. In the second and succeeding years the 
depreciation allowed on coke facilities is 16 per cent of the 
remaining balance. For iron and steel facilities it is 9 per cent 
(see Chart 13). 

In Canada, the declining-balance system was adopted in 
1949 with specific maximum rates for various groups of fixed 
assets. For coke ovens, blast furnaces and steelmaking facilities 
the depreciation allowed for tax purposes is 20 per cent per 
annum. At this rate 49 per cent of original cost is recovered in 
the first three years and a residual value of 10 per cent is 
reached in eleven years. Other manufacturing facilities may be 
depreciated at 6 and 8 per cent; and other classes of property 
may be depreciated at from 4 to 40 per cent rates (see Chart 
14). 

In addition, special accelerated depreciation beginning in 
1951 can be claimed on assets essential to defense for which a 
certificate of eligibility is obtained from the Minister of De- 
fense Production. This amounts to 70 per cent over a four-year 
period for four classes of assets and 50 per cent over the same 
period for a fifth class. 

My purpose in these remarks has been to bring to your atten- 
tion the grave problem of financing stay-even requirements and 
to show you the part that insufficient depreciation plays in that 
problem. A heavy responsibility weighs upon us and its weight 
is increased because of the great tax inequity existing between 
industries heavily invested in long-term facilities and those who 
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turn over their facilities quickly. Part of our responsibility is 
to stem as much as we can the inflationary rise in the nation’s 
underlying employment costs. That would prove a service to 
every one in the land, perhaps most of all to those who work 
for wages and look forward to pensions. It would reduce the 
magnitude of our stay-even problem. 

The other part of our responsibility is to seek prompt legis- 
lative treatment of the problem; and—pending that treat- 
ment — to promote a wide-spread understanding of the facts; 
so that when legislative treatment is given it will be a good 
and just treatment. 

I must also point out to you that time is running out. Please 
look again at this chart (see Chart 15) you have already seen. 
Note the decline in the amortization that will take place in 
the next two or three years. As that decline proceeds, industry’s 
problem of adequate depreciation will get worse. Thus the 
need for prompt action is becoming increasingly urgent, and 
opportunity is fleeting. We had better not miss the boat. 
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